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> SUMMARY -

A4 .

This report addresses’ the substantial net overawardl cur-

rently “found in, thé,Basic Educational’Opbortunfty Grant [BEOG]

-

delivery system. - It follows in its organization the logical
sequence of .the QC study-itself: assessment of the policy- con- .

LI N _ ' .

text, of quality control (Chapter 1); review of current levels,

diséribu;ion, and significance of error in the program (Chapter . )
. . Ce L : )
2); presentation and discussion of recommendations for corrective

»

‘actions that, are small in scope GChapteré 3, 4, 5, and 6}; and

. LI 1 . . .
, discussion &f decisien lapproaches and possible outcomes for major

structural changes in the delivery sygtém for Federal student®aid

~
-
-

. (Chapter 7):
Chapter l‘intr;duces éacﬁ Qf-thége topics Eﬁ;deﬁail,~sug-
gesting that a; the scope and effects on program intent of cor-

- ,.réctive'aétions grow, sg dqes the need-that they be formulated .

. ) .
.and analyzed.only in the context of a highly detailed ‘statement

- ‘ [ 1 . N
of'.Federal policy considerations. A structure and a process for

arriving at such a statement are presented. .

Chapter 2 discusses the levels and kinds of error currently
appafent in the pﬁbgram, stressing that errors mdde by.students
. ‘ ..

’ .and ifstitutions each account for about one-half of program

errof. Only a’very small fraction of the total im- attributable

_ to the application processors. The cﬁapter puts BEOG error in

. lsee -Wolume l:

-~ e .
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perspeEtive.through a contrast with other similar Federal pro-

.\grams.'3quparative analysis suggésts that current érror, ﬁevels

are indeed large, but not out of line with levels in Jther pro-:

grams in their earlier sktages.' The analysis’ also suggests that
BEOG error can be significantly reduced through the introduction

. - . -
of a comprehensive quality conbrol [QC] program.

]

Following the Lntroductory and error overv1ew chapters is

-

“‘the heart of the report: its correct\qe actlons recommendatlons.

I N !

.The report recommends corréctive actions of two kinds. The first

1

-

}

consists of mechanical actions to make marginal changes in the. '

o

current deltvery system. An example of%such actions would be ~

- ) > N

requiring stricter &cademic progréss regulations for Basic Grant
. - ?

reolplents. The . second consists of major structural changes in

Py 1 N

the way grants and other Federal aid are dellvered to students.

An example of)thls would be dropplng the Multiple Data’ Entry

[MDE} processing system for Basic Grants in favor of one central

. .

processor for all\ Federal need and eligibility calculatlons.

Whereas the mechanical approackfaims to control on an ongoing

-

basis the error levels within the current delivery system, the

.structural approach aims to eliminate certain persistent errots

P

by hore radical means. T ‘ 3

Chapters 3, 4, and 5 present our mechanical recommendations

‘regarding the three non-Federal components of Basic Grant deliv-

!

_ery: applicants, institutions, and processors, respectively.

follows a set format:

Each of these component-specific, mechanical actions chapters

4

-

“
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‘Problem identification
’ ' . <
Broad themes for solutions

Cdtrective agtions recommehdations

Implications of the recommended corrective actions,
including costs, benefits, timing for implementation, .
and new regulatory and legislative requirements

The¢ major problems identified in the applicant and .appli-

cations component (Chapter 3) are: - . ‘ .

° The ability of applicants to distort +their financial“
" data. (intentionally or otherwise) and not get checked
by the system ]

The provisions for using estimated ‘data

The imprecision with which certain data are defined

The inappropriateness of particular time™ frames

The apparent lack of follow-up by the Department of
Educapion [ED] on suspected erroneous applications

We conclude that these application problems * may be
.. . i ' ‘
addressed by three’dentral themes: . .;\;

' Asking the applicant to prove need .

he »
-

@
3 Improving the identification and validation of likely
erroneous applications : :

° Making the application form itself less error prone
In turn, we propose a set of seven action recommendations

~

to address these themes:

° Idsue a valid Student Eligibility Report [SER] only
when an IRS 1040 or a certification of public assis-
tance accompanies the applicatidon or alternatively
only when a signed release for IRS data match accom-
panies the applicatién. -

Continue ED mandated validation but use the selection
criteria developed.in Stage One. .
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‘e Publicize to students the validation activf?y and its
possible consequences. . )

o Estabiish one individual at each regional office to be
responsible for following up on each ‘institutiqpal
referral from that region. .

° Change the .definition of dependency status to exclude
current year estimates. ) . . N

®. Ask for the ‘namgs of dependents who will be enrolled
in postsecondar§ education institutions during .the
awaxd year. @ ‘

° Improve the definition of various items on the appli-
cation form.

In the esinstitutional categdrz, (Chapter 4), the problem

areas %e have detected through Sfage One preliminary' findings.

are: ’ ' -

e ~"Enrollment status changes

%{' ° Differences between actual disbursements and expected
= disbursements ‘

L4

® * Delays due fo collection and signing of SERs

'S The time-consuming SER corrections process '

.

. ' . ® . Changes in dependency status

These problems in the institutional component may be

<

addressed Qy three central themes:

7 ) Creating an incentive in the BEQGG program for students
to complete course work >

' Changing administrative procedures to«pfomote program
- compliance and reduce delay ,

° Adding new véiifiqation requiréments for critical BEOG
B appliccation items .

To address these problems more concretely, we propose the

- ~

¢ following six corrective actionsry

. .

L

vidii




° Introduce a program-wide minimum credit requirement
policy in place of satisfactory- progress policies
designed by institutions. .

Restructure the BEOG payment schedule to broaden BEOG
cost of attendance and dollar award categorles.
3
) e  Have institutions ‘complete a m1d—year student valida-
tion roster in addition to the ‘one requlred at the end
) of. the award year for reconciliatién of BEOG d1sburse-
) ments. . ; $

e ~
° £

. ° Allow FAOs to- recalculate Student Eligibility Indexes
[SEIs] based on corrected ‘data and make first dis-
bursements to students while wa1t1ng for receipt of

ot , the corrected SERs from the processor.

) Specify a new edit for the BEOG processor edit system
that will trigger a validation flag if students show
deperfdency status change between years,

° Require that eligihle BEOG recipients, until the time’

of the first BEOG dlsbursement, correct SER data
) regarding household size and the number in college to
Y . "} reflect their actual situations.

v 3

In the processors.component (Chapter 5), we found no major

causes of award error. We have }dentified, however, six minor or

1]

potential problem areas where improvements could be made:
r

° Delays in the rece1pt of ani SER . .
° Imperfect control of production quallty
) Duplication of effort .
». ®  Excessive costs . * A
: ° ‘ Inadequate con;;ol of applicant error, fraud, and
abuse ‘ ‘\ ) .
) Inadequate report\né,for management decision-making

v

‘These problems fit‘“into three major corrective actions

- % .
themes :for processors: - / . J
) Rationalizing internal processing procedures
’ N Improving management decision-making tools '

ix
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fmproving the efficiency of communications K with
students \ - <y i
P

‘We propose 13 spetlfxc recommendations to ‘meet the poten-

»

tial problem areas just discussed ‘-

-

2@

‘centfal processing contract. {

Tighten MDE pre-edits.

‘ Justify 1R\q§%ail the need at .ED fqr each processor

e

Serialize each individudl BEOG application at the mail
receipt stage. ' » ) .

Evaluate alternative procedures for linking sc¢hool
identification and application processing.

—~— i

e~ Y e B -

Increase the ,security” procedures for handling transfer
of data. between sites. |

P

Precisely spec1fy quality control requirements in the

l
- §
Dedicate more ED staff time to on -site monitoridd of

ther central and MDE processors.

-
-

-

i
1
<
-
|

report currently required by contract.

Establish at ED an on- line ménthly applicant sample
data base. .

Use’ more -appropriate and more clearly defined e
calculatidns in regular: central processor repag
ED, F

Incluég in all regul r processor reports to E

clearly understood "system—-alarm" capability. ;

Utilize at ED the summary correspondence dafﬂ’ being

newly produced at the central processor. T,)
N . . .

Implement systematic "quantitative criteria for the
initiation, evaluation, and maintenance of @&ach
compute edit and validation criterion. :

Systematically assess student satisfaction wiith
processing. o .

Chapter 6 ties the mechanical recommendations'together into

a whole, taking into account’ the ramifications of cnanges in {one

v

A

»
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component for activities in each oFf the other components, if any:

For example, the system-wide implications of requiring that
- « .
applicants prove need by providing IRS or welfare forms with

* - M

their BEOG applications are consiaefed. Chapter 6 also relates

- the various regphmgndétions to the role of the Offiae of Student.
) ?iﬁancgal Assistance [OSFA] and other Federal agencies involved -

A}

in the delivery process. s ' N
- Chapter 7 {ntroduces the étructural approaéh " for- radiéall\

;ysteh change,‘ Based on the hypothesis that there is a certain
level of; error endemic to the gurrent déiivery system (i.e.,
error that cannoE:be controlled by mechanicalwcorrectiV% actions
aléde), ghis‘chaptér explores th; deéigion proceéures necessary:
before developin§§g séruétbral rqd;sign of the entir® Federal aid

delivety systems and presenté some potential outcomes of that

A ‘ )

redesigni effort. The-chapter stresses that in delivery ,system N,
. « - LY Ed
redesign &nalysis «ig is _imperati%e to undertake systematic

~

ty

- T . [ . . A . .
exploration of OSFA's policy preferences, constraints, and

" assumptidns ..prior ‘to fhll-scale development O&f alternative

P

delivery #ethods. ~ e
. . . R Y
- . A3 .
: T %
t \\ - *
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‘ .
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CHAPTER ] -
. INTRODUCTION -

‘ -
Total net overaward error in the Basixc Educatlonal Oppor-

tunlty Grant [BEOG] Program in 1980-81 was approx1mate1§ $400

million.l Errors made. by appllcants accounted for somewhat over

one-half of this amount. Errors madé by_institutions accounted

-

for nearly “another half. Errors made by processors, the.

'remaining component of ’student .aid delivery, ' accounted: for the

small proportion of award errors remaining. This report suggests
appropriate ways for ED.management to assess the significance and

meaning of those error patterns and to pursue potential remedies.

-

{ .
1.1 THE OVERALL POLICY CONTEXT OF QUALIT& CONTROL

1

The model that underpins the entire QC project can be char-

acterlzed by a seqUentlal set of pollqy questions that :begins

w1th spec1flc errors and leads ultlmatély to cons1deratlon of

’

+ major system redeslgn. These questlons are:

I N N
,  ® Where does current program gwrformance deviate from
" program intent? (Thls error is wusually stated in
terms of deviations: from optimal sprogram performance

- or from preset standards‘of performancé.) '

® How educatlonally' .and polltlcally important are the
level and distribution of current program error? -

Y

e

1Unless other%lse noted ‘errot data 'in this volume include
errors made by institutions in - requﬂfing file copies of state-
“ments of - educational purpose and . financial - aid transcripts.
Without these errors, net overward error was approximately
$250 million., .See Volume 1 for details of a11 the error data
discussed 1n this volume. .




. ‘ . ' )
) What appropriate corr ige acdtions can be.ideﬁtified

that might . lower error without causing majaer changes
in the structure of the program? . . .o

° What are the likely effects of implementing -such cor-
rective actions? What error is likely to remain?

. How ~=ducationally and politically important are the-
level and distribution of remaining error?

°® What major structural changes can be made to lower
’ significantly ‘the level and distribution of program
error? .
- . . AN
' How can such changes be organized and integrated into

a political decision model tha; identifies classes of
feasible alternatives, major -differences among them,
and the likely effects of implementing one set of
changes rather than another?

While providigg definitive answers to all of these dues-
tions is beyond the scope of this project, they nevertheless

accurately refle®t the major concerns of Federal financial aid

-quality control and thus the internal logic of the projéct.

1.2 DEFINING/THE SCOPE OF CORRECTIVE ACTIONS ANALYSIS WITHIN THE
OVERALL POLICY CONTEXT OF QUALITY CONTROL .

-

The scope of the quality control project's corrective
actions analysis can best be described by examining the extent to
which it will provide answers to the questions listed above:

® ~ Errors will be identified, measured, ‘and compared to
previous levels when possible.

-

° A framework will. be developed for examining the edu-

cational and political importance of current ‘error
rates. :
) Appropriate corrective actions that do not compromise

¢ program intent or goals and show promise of reducing
-*'program error will be identified. ’

) Informed judgments will bhe ‘made about the likely
effects of corrective actions and the level and dis-
tribution of residual error.

Pt
Mo
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The framework referred to in the second point Jjust
¢ " given will be applied to best estimates of residual
error in order to allow an assessment of the desir-
ability and necessity of proceeding with major, struc-
tural changes. .

3

¥ A model for generatlng alternative sYstem structures )
based on different specifications of _intent- will be
N developed. . .
’ - . . J
. e A, decision model. will be created to: simulate thé
choice- among competing delivery systems for use in
policy discussions.. : ' -

-~

' ' Thus, the corrective actions analysis employs a broad range

of very different methodologies to produce a set of useful inter-

[ .

related products for-Federal policy purposes. , .

s 1.3 DIFFERENTIATING AMONG -TYPES OF CORRECTIVE ACTIONS

The previous discussion suggests that there are two majer

approaches to corrective actions for qdality control in the Basic

Grant system. The first'consists of mechanical actions to make
J

marginal chadges in the current dellvery system. Examples of

such actlons would be dropping certa1n minor, unnecessary items'
from the BEOG appllcatlon form or requ1r1ng stricter academic
progress regulations. for Basic Grant recipients. The second
consists of major structural changes in the way grants and other

1 3

Federal aid are delivered to students. An example of this would

-

2

be dropplng both the Multiple Data Entry [MDE] process1ng system
for Basic Grants and the private needs analysis p;oces51ng sys-
tems for other aid in favor of one central processor for.all need
and eligibility calcelations. Whereas the mechanical approach

aims to control on an ongoing basis the error levels within the ‘




v

current\delivery system, the structural approach aims to elimi-
nate certain persistent, endemic errors by more radical means.

Prior to\ the presehtation of these approaches in detail in

»

the chap&ers th follow, two points should be stressed. First,
the distingt}on between mechénical and structural changes is one
of scope. It is not'qecessdrily one of effect on Federal aid
program intent. In other words, thgre are relatively easy whys

to accomplish change% in the delivery system which could hav$

major iﬁflgences on the effectiveness of the Federal program in
- » =~ (‘ -

meéeting its objectives (access, _entitlement, .simplicity, etc.),

just as major _structufal changes might ~conceivably have only
¢ ,

minor effécts on program intent. Second, the distinction between

-

the mechanical and- structural approaches is not simply one of
) i t.

timing. Not all mechanical actions’ can be accomplished in the

short term (up to two years), and not all structural changes

]

require two or more years before implementing. In general, how-

evef, the mechanical actions do take place in the shorter term

o

and - have less effect on program intent than the structural

changes,

.

Befidés the structural, program intent, and timing dimen- ~

-
D

sions, there are other ways of'aistinguishing among corrective
actions. One is the type of management action required--legis-
lative, reéulatory, or’administrétive modigigation. '‘Yet another
is the relative political feasibility of the proposed corrective

action. Finally, to the extent that more- than one corrective

action is identified to lower a particular error, diffj;?nces in

"
a

-kt
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- H . \ . ' . .
the likelihood of. lowering that error through each approach can
be idehtified. ,
o . ) ' py
. 1.4 , ORGANIZATION OF THE REPORT

. !
This report addresse§ elements of all the corrective action

-

distinctions noted but focuses in particular on the distinction

. ~

between the mechanical and structural approaches to corrective

2

actions. Chapters 3, 4, and 5 present our mechanical recommenda-
tions regafdﬂ@gftte three ponLFederal‘COMponents of Basic Grant
dalivery: . applicants, institutions, and processors, respec-
tively. Esch'fbf these component-specific ‘mechanical actions
" chapters follows afsst format: |

1. Problem identificatios

2. Broad themes for solutioﬁs‘,\ '

3. Correét}ve actions recommendations -

4. Consideration of implications of the recommended cor-

rective actions, including costs, benefits, t1m1ng for
implementat;on, and new regulatory and legnslatlye
requirements . ‘

. The calculation of. costs and benefits tor the various
actiohs forms a significant psrt'of the report. An attempt is
made to attach quantitatiye outcome data to each of ths recommen-
dations to guide OSFA decisions. For example, on the basis of
the $95 per recipieht in residual net overaward error among
already validated students due to errors those students made in
f1111ng out the appllc;\lon, we estimate that our - recommendatlon

calling for more in-depth validation could save nearly that

amount in total grant outlays (see Chqbter 3). While the

-

1"‘-0
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e » .
performance of government'social service programs like those of
OSFA should not be assessed strlctly on the basis of quantitative
cost and benefit calculations alone, OWLng to the difficulty of
R placing social, private sector, and government costs and benefits
on defens;bly comparable quantitatfve scales;/the pursult of -such
‘data is useful for virtually any organization, xegardiess of its
structure and goals. ‘The magnitude of the award error in the
. BEOG program (see Volume 1) and the current pressures for Federal
budget reductions make the presentation of such information along
with the Qarious recommendations of Chapters 3, 4, and 5 espe-
cially valuable in this quality control project.
Chapter 6 ties the mechanical recommendations together into
a whole by considering the ramifications of changes in one com-
ponent on eich of the other components, if any. For example, it -
considers the system-wide implications of requiring that appli-
. : cants prove need by proyiding IRS or welfare forms wiéh theit
' BEOG app}ications. Chapter 6 also relates the various recommen- -
dations to the role of the Office of Student Financial Assistance
" [0SFA] and other Federal agencies involved in the del%very pro-
5"cess: : ‘ . . :
Chapter. 6 1is useful. because Advanced Technology dec}ded
after lengthy debate not to present in this .report a sifngle
"package® _of corrective actions in which the success of each

proposed action supports and is dependent upon the other actions

in the package. A coordinated program of actlons shoula undéhi- -
N
ably form the bas%s‘of the eventual ED error-fighting strategy,

3

13
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but for this preliminary advisory report the issue is more com-
plex. Should one element of.our coordinated prégram_of recom-
mended actions be ruled unacceptable bj OSFA, the other§ would
then need to be chéngedh perhaps in major ways. We decided to
avoid that "house of cards" scenario in favor of presenting ‘a
series of recommendations that can stané by themselves as effec-
tive respo&§es to the pressing error problems we Ldentify in the
‘BasiC'Grant deliveryJSYEFem.

Chapter -7 takes the structural approach. It is based on the
assumption that there is a certain level of error endemic to the
current dq}ivery system (i.e., error that cannot be controlled by
mechanical corrective actions alone) and that this level of error
is unacceptable to Federal policymakers. The chapﬁer explores the

.decision procedures necessary before developing..a strﬁctur{i

redesign of the entire Federal student aid delivery system and

discusses some potential outcomes of that redesign effort.

In summary, the corrective actions report is organized to

reflect the.séquenée of questions with which this, chapter began:
: T ¥
® How much error is there, where is' it concentrated, and
how important is it? (Chapter 2)

What nonstructural corrective actions can be proposed
to lower errors identified as unacceptable, and how
much *error will remain? (Chapters 3, 4,75, and 6)

How significént is the level of error rémaining, should
policymakers go about lowering that error through major
structural change, and if so, -how? (Chapter 7)




CHAPTER 2

THE LEVEL, DISTRIBUTION, AND TYPES OF ERROR
IN THE BASIC GRANT PROGRAM -

’ &
- The Quallty Control project study of error in the Basic

-

/
Grant program in ‘the 1980-81 academlc year suggests widespread

program error. - Verified data collected from students, parents,
the Interhal Revenue Serviee, tax assessors, bank records, and

educatlonal 1nst1tut10n records indicate that 71 percent of all

.‘grant dlsbursements were in error by a net average of $239 per
. .

recipient with error. This striking finding is reinforced by a
. ¢
series of other find%ngs regarding the level of error in Basic

. Grant delivery:

° Program errar, that is, the absolute value of all
underaward and overaward error, totals $681 million.

Fifty percent of BEOG recipients received overawards,
compared to 21 percént receiving underawards. Only 29
percent of recipients received, correct awards.

Net disbursements to students include overawards of
$526, million ,and underawards of $124 million, for a
total of $402 million in net disbursement error. N
BEOG validation elicits significant changes in student
SEIs, and validated students are indeed more error
prone than qther eligible students, but some error
remains among them a%ter validation.

¥
Total error flgures indicate a larger number of stu-
dents receiving incorrect awards than was reported in
the similar 1978-79 study, and, there are more student
errors resultlng in more overawards and fewer students
receiving underawards.

[




The question that follows naturally from these results1

- .
regards the causes 'of these errors. Are they largely due to

A students carelessness,_ to outrlght fraud, to institutional
. . )

to unclear application instructions, or to_other causes?

abuses,

- The following discussion highlights dur preliminary thinking and

research on the causes of the errors. We approach the subject by
~ N ‘ -

addressing the distribution of errors amond(applicants, proces-

_sors, and instutitions and the types of errors occurring at these
\ .

different components of the Basic Grant. delivery system, We can-

-~ ~ v

.not always identify "causes" in the strictest sense using this

.

approach, 2 put the inferences about causes ‘we do -draw from

these data in this’ chapter are backed up by our gbrmal and infor-

|-

[FAOs], Federal off1c1als, and other kndkledgeable sburces.

»

The‘processor component of the delivery system appears not

:

_to be a major contributor to Basic Grant award error. Advanced
S - _ o
Technology's preliminary quantitative analysis has focused on two

areas of high error potential within the processor: data ‘entry

* 3

|

|

\

|

|
- . mal interviews with students, parents, F1nanc1al Aid Offlcers

and SEI calculation. ;We have found that‘data entry errors occur

-

. N . ’
. A & . -
N : . .

- ~ . \\
1The flgures presented. in this ‘chapter must .be used very care-
fully. A ‘'large number of gualifications and definitions accom-
panies them., . These details: may be foupgd- in other recent reports
from- the Quality . Control project, plus Volumes 1 and =3 of thls

report. -
f L 4 - . . .

2Only a -more experlmentally focused stu§§> could make near
definitive.statements about cauSes for many of the errors we have
encountered. For example, is an income figure not correspondlng
to reported IRS data caused by fraud or carelessness° The answer

-

nbs beyond the scope ©Of thls study. - ‘%? T -

¢ 'i “ ° - .
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¢

on approx1mate$§ﬁ3~§§rq§§ykof all appllcatlons orlglnatlng at MDE

R ‘ s1tes, but non$§§§%t§eﬁerrors we have found in examining l 250"

forms has been s12§§le to 51gn1f1cantly affect the stu-

dent's award (see ‘Vdiume%>j§~ In addltlon, we .have found no

- - ~
N . 14, W

errors in the central . puoce§sqr‘s_ célculatlons of the Student
- t s, ‘ ’

fEﬂlglblllty Indexes +S$is} fg; ‘the over 4, OQO .students in our

sample. As suggested 1?£§hapter 5, however, there is still room

for, improvement in proceésot operatlonSu s ’ .. ¢

[

The other two non~Federal components of program error are

the institutions and the students: Institutional error consists’
. of problems in determining a student‘s‘eligibility to recetve a
grant based on progfam ®egulations and problems stemming from

- - ¢ >
inaccurate or untimely institutional record keeping and disburse-

’

ment procedures. Student error 'consists of applicants providing

incorrect data for the SEI. The relative size of institutional-
3 ) . ) ,
and student errors is. a matter of .debate, owing to definitional

issues, but there is 1liktle question that the greatest single

source of program error in absolute .or net dollar terms is stus

o

dent error in reporting the,data used to calculate the SEI.

- As Figure 21l1 shows, student error occurred in 38 per- "

‘cent of all recipient’ cases.e Our research reveals incorrect E

*
e :

family income flgures cause most of the problems, followed by

incorrect student 1ncong£Jgures. Thg absolute mean error (both,

<

negative and positive) made’ by students is $355 Institutional

4 " ¢
. o

% -

lTh‘e,,figure is taken from Volume 1. . R

2
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o MEAN ABSOLUTE ~
RECIPIENTS PERCENT OF ALL  ERROR FOR RECIP- | -*
WITH ERROR . RECIPIENTS IENTS WITH ERROR
Student [SEI] Error ‘ 897,000 8% $355
Student Error Not ' )
Count1ng AEP/FAT Errorl 968,000- 41% - $364
Total Institution Error 991,000 42%, ‘ *$366
' ’ . s
Institution Error Not : ,
Counting AEP/FAT Error 873,000 37% : ‘§241
Comgonent§2 o . ‘ . . _ \
AEP/FAT Error 181,000 - 7.7% ) $933
BA and Citizenship Error | 4,000 T2 $849
Program Eligibility Error 31,000 1.3%, $789 ‘
Enroliment Status Error3 430,000 18.2% o %219
Calculation Error3 368,000 15.66° - §79
Cost of Attendance Error 354,000 15.0% = $177 )

Y
R lihen AEP/FAT error by -institution is not counted as disbursement error, stu-
dent error grows in frequency and magnitude as a “factor in overall disbursement -
error. Thi$ is because errors that were smaller than AEP/FAT in cases with
AEP/FAT error become significapt and ted once AEP/FAT error is ignored.
Such errors were subsumed by AEP/FAT error 1n the or1g1na1 ca]cu]at1ons.

2Component f1gures are computed 1ndependent1y for each type of error. The
sum therefore exceeds the total of all error, because error has been counted
more than once in all cases where more than one type of error OCCUQ'| ' \

3Estimated breakdown of institutional error components using spring 1981 data.
FTnal component figures will be derived from institutional reconciliation
rosters as part of Stage Two of this project.

.., v 'FIGUIE 2"1 ’

STUDENT ‘AND INSTITUTION ERRORS IN BASIC GRANT DISBURSEMEjNTS

.

9
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, . \
egror occurred in 42 .percent of all cases (sligirtly more cases

than student error) but is made up of the 6 distinct components
of error listed in Figure 2-1. ‘ ,
Two forms of error--monitoring students’ *citizehship and

: bechelor's degree status ané monitoring eligibility for award as
sbecifieda by federal program 'regulations-—oegd%red in a very
small percentage of tases. Hggever, AEP/?AT error, a technical
error which consists of- 1net1tutlons failing to have the required
Affidavit of Educational Purpose or Financial Aid Transcript on
file for a recipient of BEOG funds, contributed significantly to
institutional error. The total incidence of institutioner error
is' 42 percent with AEP/FAT error included, but it drops to 37
percent, with an ,stolute mean error of $241 gas opposed to
$366), when AEP/FAT error is not taken into account.

i

. Only a small portion of the 37 percent institutional error
A )
is due to categorlcal or ellglblllty errors.. ¢ The magor&ty of "

1nst1te&10nal eérror -is due to incorrect monitoring of enrollment
status 4 cost of attendance and to calculation error (a variety
" of bookkeeping and disbursement discrepancies). It is-~diffiecult

1]

to measure the -<independent effects of each of these types of

>

error @from spring SER data since - many institutions fail to

indicate status changes on the SER. In Figire 2-1 we show the

estimated bre.akdown of inqr'ifnti‘ona,],__e{:{:‘e.rm»eemponm“g‘é’“’ T
¢ .Two of this project, we will use “institutional reconciliation

roster data to derive a more accurate component breakdown.
L - .
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In summary,~ the proportloﬁal bﬁeakdOWn of program error-
clearly reveals that students and 1nst1tut10ns each play @ajor
roles in overa}l‘program error. The remainder of\this chapter
add;ésses thq guestion of the significance of this'error in a
broader context. The remainder-of the volume presents proposals

far resolving tpe(;rror via effective OSFA corrective ‘actions.

Basic Grant Error in Broader Persgective' r S

v

‘One of the most effective ways of assessing a progrgﬁﬂ per— -~

4 ~. ) e .-
IR RTR

formance is through a comparison with other similar programs.
4

Y

Several cfitical questions can be answered this way. Does the
BEOG program have an inordinate amount of error compared té other
Federal programs delivering funding to individuals on the basis
of ellglblllty criteria? Does the‘qﬁaLity control experience of
other agencies suggest Basic Grant errors can be s1gn1f1cant1y
. reduced once a full-fledged BEOG QChgystem is in operation? .

Advanced Technology iden;ified five Federal programs that
bear enough similarities 'to the Basic Grant program to provide
benchmark error data for answerigg th;se kinds of questions;

) P

° Aid to Families of Dependent Children-[A%PC] e

™ Natiopal School Lunch Program ' {NSLP} ,;

° .® + Fodd Stamps [FS] )
v . . ~a . A o
° Supplemental Security Income [SSI]
Y ) . - Veterans' Educationa} Assistance Program [VEAP] '

With the exceptlon of VEAP, all are entitlement programs that

require the appllcant to prove need. fVEAP, while not need-based,

does requ1re appllcants to meet certain crlterla similar to those
, vt - k™ ,

. -

“_
A

2-6
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for the Basic Grant program, such as requiring at&endance ,at a

certified school and basing the amount of the benefit on type of

.

. attendance (e.g., full-time or part-time). In addition, with' the¢
exceptioﬁ'of NSLP, each of the programs has an ongoing, well-
- LN » -

established quality control process.

r’As part of an’ examination of these programs, Advanced Tech-

nology performed thelhe activities: ' T -
' K, Literature Reviewy - cons1st1ng of an analysis of each
program's manual$ and other. documentation, as well as
pertinent - Officg of Managemeft and Budget [OMB] and
. General Acco ing Office [GAO] reports

-

e - Interviews - .conducted withfbfficials from each of the
- Programs, - ) . ’

A
[

@

e e Awbﬁe—Day'Conference - held in a workshop format, ana

,'consrstlng of a review of error rates as well as @or-
. rectlve actlons\strategles in th® various pregramsl
/s \_ G

“¢In each of " the tive programs we weviewed, a comprehensive

PN

$ %5 A - ‘ oL, . .
.~ assessment~—of program error r%tes was undertaken at some point

r

within five yéars after program inception. .An analysis of these

early error rates is pseful,ih piacing the Basic Grant “error
Foi - . -,
rates in perspectlve. Four of the programs (AFDC, FS, SSI, and

.

VEAP) reported that their error rates prior to tﬁa implemenpatiOn
of an ongoing ‘quality control program wére in the 40-50+percent

range. In other words, the absolute dollar error rate (over-

N -

B ) . .
: : .o '

1an account of t first two activities K6 is included in the
"Basic Grant Quality Control System Plannlng Document" (Advariced .
Technology, April 1981). Highlights .of the last activity are
contained in the§:Qua11py Control éonference Summary" (Advanced
Technology, June 1981).

3
L
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-awards and underawards totaled as\if both were positive dollar
figures) comprised nearly half of total program Bollar outlays
to clients., The comparablé 1980-81 flgure for the Basic Grant

it

program 1is approxlmately BOmpeLcent-iSBBL.mllllon out_ of over

«

$2 bllllon in grant awards) Thus, the BEOG program 1s not cur-
rently as error_laden as other social programs have been in the
past. ‘ o

° BEach of the programs excepg NSL§ iﬂs;}futed ongoing compre=~
hensive quality control programs around 19%6. As can be seen in
Figure 2-2, which pfovides aa overview of the various programs,
each of those four has since experienced a significant'dpop in

¢

error rates. Officials in the AFDC, FS, NSLP, and SSI programs

14

indicated that their current error rates are probably as low-as
can be ekpeated, given the current leyei of resources available
for their quality cont;ol programs. 4Both VEAP and GAO reports
indicate that the VEAP error rate could be decreased by more

<

efficient QC efforts at only marginal additional cost.

Program officia}s for the various programs-  stressed that

¢

three critical external factors can affect error rates in a posi-
tive or negative manner, even after a quality control system is
N . S

in place: . .
. 8
® Exper1mental Effects - In some programs, the announce-
" ment, of a quality control system being implemented had
the effect of decreasing error rates. Conversely, pub-

-licized actions or penalties which are not carried out.

can result in incteased error rates due to a percelved
weakness 'in the system.




HUMAN

dollars

ERROR RATE 1IN YEARS OF , PROGRAM INTERACTION  PREAWARD  POSTAWARD  DOCUMENTATION
PROGRAM PERCENT! INFORMATION  SIZE W/APPLICANT VALIDATION VALIDATION REQUIREMENT
1. Aid to Families 13% overaward 1979 $10.2 Varied Yes Yés Yes, with
with Dependent in dollars Billion (sample) . Application
Children
2. Veterans  17% overaward 1977 $ 3.9 None | Yes Yes Yes, with
Admifiistration in dollars Billion (sample) Application
3. Foodstamps 12% absolute 1979 $ 5.0 . Varied Yes Yes Yes, with
error in Billion (sample) ~ Application
dollars ) ’
4. School Lunch 8% .absolute & 1980 $ 2.3 None No No No
error in Billion
- dollars :
5..Supplemental 7% absolute 1976-78 $ 7.9 Varied Yes Yes Yes, with
Security Income error in Billion (sample) Application
[sS1] dollars
6. Basic'Grants .,  30% absolute 1981 $ 2.4 Varied Yes No No
error in Billion (sample)

lerror tolerance for AFDC, Foodstamps, and SSI is $5.
free lunch; (2) reduced cost; and (3) not eligible.

part-time; and-(3)
in 1970.

-

Avward amounts for ‘School Lunch are fixed as (1)
Award amounts for VA are fixed as (1) full-time; (2)
ineligible. Ongoing QC was initiated in AFDC in 1968; SSI and Foodstamps in 1969; and VA

FIGURL/Z-Z

ERROR RATES IN SIX FEDERAL PROGRAMS




\i“provide a définitive answer.'to the question. -

-

i -

o Form or Data Changes - In some instances program error
has decreased or increased due to changes in the
application form which affects the data being col-

. lected. For example, the ‘removal of a data element

that has resulted in error due to its ambiguous nature

would cause the error associated with that element to
decrease. - '

s

) Program Changes - The addition or.removal of a segment
of a program's constituency has had effects on error
rates. For example, if a program's threshold is low-
ered so that fewer middle-class individuals can parti-
cipate, errors associated with that particular segment

. of the population could disappear.
. .
These -kinds’ of effects can occur regardless of whether a

N

»

true QC system is installed, so comparisons of error rates across

L]

programs or over time is a very dangerous enterprise. Neverthe-

[

less, the error patterns we uncovered strongly suggest to us that

BEOG érror patterns can be significantly reduced and are in fact

T . e

not so extraordinarily high as an initial assessment of Volume 1

-and Figure 2-1 of this chapter might suggest.

Many officials involved in entitlement programs have specu-

v

lated on the question of whether assisting clients in their pre-

paration of a program applibé;ion would help reduce error.

Because_ of‘the varied levels of inferactioA;A;;tgw;;;;;orkers,
and other problems,lhowever, it is difficult to  obtain reliable
informationionlthe Heﬁefits'of assistance in such'programs as
AFDC and FS. In Chapter ﬁ of Volume 1 of this report,* an exadii
nation of the benefits of assistance in the BEOG program is pre-

sentéd,whicﬁ suggests that assistance provides some reduction in

applicant errors. This QC project, hbwevér, was not designed to

b

D




There is one Federal program which . .has studied the issue in
dreater detail. Like the BEOG program, it deals in self-reported
financial information and allogs the reporting person a choice as

H . \
to whether or not to seek assistance. . The Intern atfﬂRegmnge_

Service individual income tax filing procedure cuts a Foss all
socioeconomic sectors and involves dataaplements very similar to',
those in the équ program. For a number of years, the IRS has
compiled* statistics on the relationship between computational

~ errors and levels and types of ass1stance in form preparation.

Figure 2-3, details the preliminary error figures for the 1980 tax

...~ . year. As can be seen, with the exception of volunteer help with

the 1040A form, there As a slightly, but significantly, lower

level of computational error for individuals who received assis-

tance. These results parallel the findings of' Volume 1, where.

. slightly lower error rates were found among assisted applicants.
One problem with comparing overall IRS data to BEOG data is

the difference in populations: one heterogeneous and one largely

lower and lower—middle income families. We therefore obtained

—— — " ———

data for the assistance-seeking behaVior of lower-income tax ‘
filers (defined as. those with incomes under $10,000) from IRS.

. These filers were far more likely to seek assistance (66 percent
did so, versus 50 percent overall) than other tax filers. They
also were significantly more likely to seek volunteer assistance

4

from a relative, friend, “or nonprofit organization. Alghough no

data on error patterns among lower-income families are available,




%

Kl

4
: $ OF ALL % WITH ERRORS: éxﬁ¥¥ﬁ'ERR0Rs:
FILING STATUsl FILERS 1040 FILERS 1040 A FILERS
el
B Unassisted Filers ~—~ 50 _ 11.8 745
Aséi;leg Filers 50 _ 5.1 3.4
"IRS Adsisied? ’ (5) Y (5.3) (2.6)\
) Volunteer Assisted3 (1) - (8.43 ‘ (8.0)
Commercially Assisted (44) (5.6) (3.4)
All Filers ' 100 8.4 5.4

dual income tax filers.

and 25 percent in person.

3Relative, friend, or nonprofit organizd&?on.

LN

FIGURE 2-3

A

TRS* COMPUTATIONAL ERROR RATES FOR
ASSISTED ‘AND UNASSISTED TAX FILERS

lpreliminary data for the 1980 tax year. Base is all indivi-

20f those assisted by IRS, 75~percent are assisted by telephone

3

.
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one might logically hypothesize that assistance has less signifi-
cant effects overall for this group due to their strong reliance

. 2N b .
on volunteer assjstance, the 185%t helpful of the three sources

IRS .surveyed. S e

LA
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. CHAPTER 3

APPLICANT AND APPLICATION RECOMMENDATIONS

Y

Y Ih this chapter we discuss our findings from Stage One as
- L2 :

they relate to probléms that occur in applying for Basic Grants.
The purpose |is. to[idéntify the causes of these problems and tp
recommehd_minagement corrective actions bhat~can be appliéd with-
out restruchFing thefdelivery éystem for Basic Granfg or its
eligibiliﬁy formula. We maintain that such structural redesign
7is~ulti5atéiyrhépe§sary tosat?k{iptorily deai ;itﬁiﬁhe problems

of error, fraud, and abuse relatlng to the appllcatlon process.

s

T T —— v__—‘» — e e i N e R —

Howevér, steps can be taken in the meantime to help allev1at§ the

L

problem.

1

n Sectiop 3.1 pfesents a discussion of the problems we have

identifiéd‘and ways of obtaining'solhtionQ. In Section 3.2 we
present recommended solutions corresponding to three themes for

)

corrective actions resulting from our examination of the prob-

lems. Finally, in Section 3.3 we discuss the implications of the

fits, and timing considerations.

3.1 "THE PROBLEMS CL

- The *primary cause of erroneous ‘awards in 'the Basic Grant

program is incorrect inforﬁation submitted by <«the applicant.

This conclus1on ‘was first demonstrated in the 1978-79 Basic Grant
< ' Quallty Control Study where a large proportlon ‘of mlsaward was
.a53001ated with 1naccurate application "data ‘and relnforced by the

results of Stage .One of the 1980-81 project which showed that as

< ‘ . 3

) 3-1

o .
)N*’

.

recommended corrective actions in, terms of expected costs, bené-




- i = mudh as $352 mllllon 1n¢grant error was caused appLication

- sl e L. Ry

- N ~

R ’ errorr : Thusr managemenf correctlve actlons axmed* _‘“program

m&sawar must strongly emphasxze.the appllcatlon process.~

N o ‘"_“ o We havre 1—

-
.

1 v"f - whth leVel of, pplleat;on ‘error: j; f_f“>1_<
o . The ablllty of,appllcants -to dlstort their financial
‘.... data*tintentionally or, otherw1se) and not .get checked

~“;a/'fby~£he system R

-

B .

t‘ L The - provxslons for us;ng estimated data

1 ) " e  The’ 1mprec1s1on wlth wh1ch cert in data are defined
| <7 i v

| ° The inappropriateness of particular time frames

\

I o

- e  The apparent "lack” of follow-up by the Department of
Educatlon on suspected erroneous: applications

« o 3.1.1- D1stortlon of Actual Financial Data

| Stage One .analysis showed a ratlo of appllcatlon related
L . o

overawards-to underawards of over five to one., One woold sus-
peot ther%%ore that- not all error'in the applicatian form_is due
to chance but that there is purposeful ﬂistortion'of application
data in favor of the recipient. 1In the present deiivery system,

there is very llttle to prevent an applicant from cheating the

| system. As a result, there 1s also very 11ttle ¢o prevent unin-

“
»

tentional errors as well. S

This will continue to be true regardless of any type of"

| : ., validation using error-proﬁe profiling or any type of edits we
can conceive of. This is so rbecause if we are to permit the

QE' truly needy to be processed through the system Qithout being
s .
checked and if we use only application data to determine who is

truly needy, then anyone, regardless of wealth, who files an

::lfled flve ma}or factors responslble for thefum_,»




application resembling the application of‘a trulyﬂneédy studeht\\

wifl be processed throogh the system without being checked.

Consider, for example, an application such as that of “Figure

.
L)

“3=1 It is for a ioweremiadle"income~(emily‘of five with two #n-

college, a home; &nd no unusual ekpenses. The Basic Greot pro-

gram is 1ntended for such a famlly, and we, would like this appli-

cation to go through the system with: minimum disturbance.. It
‘ ~ e

violates no\edits, generates no flags for‘validation,-end raises

no eyebrows. This.is as it should be if the information about

the famil; is accuratd. =~ The problem is, anyone, regardless of

wealth, could have filed this application and obtained B£Eic

Grant eligibility.

* Thus, an applicant just has ta leok needy, not prove need,'

to become eligible for_a Basic Grant. We believe this is a major
structural flaw that can only be fully corrected with a redesign
of théPBasic Grant de€livery system (such as those proposed in

Chapter 7). =

e —— Short of redes1gn, there are three steps that c¢an be taken

to address the problem to some extent in the near term. In Sec-

s
w

tlon 3.2 we will recommend. ' s

Iy

° Issulng a valid SER~ only ﬁhen an IRS 1040 or a certi-
f£ication of publlc assistance. accompanies the appli-
cation or, alternatlvely, only when a signed release
for IRS data match accompanies .the appllcatlon

[ 4

° Modifying the validation criteria to reflect Stage One

error—prone analysis .
‘I

° Pudlicizing the validatidn activity and its possible

consequences,

7
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Aruitoxt provided by Eic:

. ERIC

s

@
Bﬂ’i’? Gr!antF ‘gg“c”mvéf o :-.;‘u may o Jw;éd'o Jcmn;’;‘cmom'o appucation ‘orm
S o
Application Ferm Are &P gl | NSt .
P ) ) - WARNING |
1980-81 4 it you use this form 1o estabnsh your euglbmty for tederai student aid

tuncs. you shoud RNOw tnat any person wno maxas laise stalemants
‘ or -msrepresemauons on this tOrm is subject ¢ a ne or 10 1Mmprison-

Read !:;stmctlons caretully iyou fill out this mn;‘ ment or both uncer provisions of the United States Crniminai Code
Section A Student's Infofmation | - i

ty @, |.m|
1. Stugents name . +an L‘Ll*l# RS 'J RSN A I J_‘ L_j
N ) T T -Last - - ° First Mr
. l y If ‘ !
2. Students permanent maling address HYy3h M 171 l_‘T 161 fl I T T T I O O
(see State Code List page 4) Number and Ser
] un [f 4t ]
‘WMISLHJ anoi 1 11111 ] S el
R City 3 StateCoae Z.0 Code
3. Students 3 [2 _Z.I_I ~l_! j . .
. social security number ! 45 ‘f 516 8. Students /ea.r n coilege duning 1980-31
l I ‘ (4 18t \fresnmadn) O 4tn (senion)
- 4, Student s date of birtn { l I . {0 2nd (sophomore) 3 5tn (undergraduate)
X Montn  Day Yoar 0 3ra nunan 3 graduate or rotessionat
_fold asm (beyond a Bacheior s Jegree)
5. Stucems State of legal residence DiC 9. Wil the student have recaived a Bachelors degree by July ' 19807
e State Coas @ [ ves (see instructions)  [J No

" 8. The student s «a) (8 aU'S citzen .
O [:} an ahgibie 1oncitizen (see nstructions, -10. Curing the 1980-81 school year tﬂe student ~ants hranrciai ad

i¢) (] nestrer of the above {see nstructions) wnl PO '
30 from 0 °l G lO L
7. siudent i3 B3 unmarries  {J marned [ separatea- Montn  vear Vonth Year

Section B Student’s Status

Read the jnstructions !0 find out who cqunts as the student’s parent ?don you answer 11,12, and 13. ves No Yes No
11. Oid or will the student irve with the parents ‘or more than $ix weeks n 19797 ®] O n 19807 0
N 3
12, DKt or will the parents claim the student as an ingome tax exemption * . "n 1979" (] in 19807 E] O
13. D or will the student recaive more than $750 worth of support fram the parents n 19797 0 n 19307 g 0
« | you snewered “Yesjto any of thé questions in Section B, you it you answered “No™ to Mlcquuuom in Section 8, you must il
must fill in the green shaded answers. . in the gray shaded answers.
¢ Section C Household Information
Parenis AN 18 nein
"WMM"“WM‘- 16. The parents State of legal residence 18 LIQ‘D
read the instructions belors going on. - State Code m--::
14.Tre et f"‘“"‘i status 18' 17. The total size of the parents housahotd dunng 1980-81 wlt D.Ljii
. w ] singte 0 dworces [0 widowed (include the student, Parents. and parents other dependent
: B s children inctude other dependents if they meet the defimtion
4 marnec [J separated . n ihe instructions.) Y ae
. Fotd s tlg , 18. Ot the number in 17 how many will be in coltege dunng $980-817l§,_|
15. The age of the oider parent 1 v ({ncluca persons who will be enrolted i1 college at laast malf- ime.)
Student (and SPOUSe) 1y 1w (2R . - ) ....U
19. Thetotai size of the stucent's 20. Of the number 1n 19, how many will be in cotlege dunng 1980- 817

~ househotd aunng 1980-81 wiit be
{Inctude the student, spouse. and student's dependent chil-
dren Include other dependents i they meet the definition

{inctude persons who wili be enrolted in college at east hait- ime.)

in the mstructions.) “

Section D Income and Expense lnférrﬁatnon . Pacents Student and Spouse

21. A 1979 U S income tax return has been filed o will be filed ! o» Bdves [INo 99 (ves [INo

Hyousnewered “Yes™ 1021, go10 22, I you answered “No™to 21. skipto 28. ne ‘ ue

2 The 1979 U'S income tax return figures ate - [ % trom a compieted return [ {0 trom a completed return
see ingructions) O ssumates O esumatea

NG ] u!-lll
23. 1979 total number of examptions claimed (Form 1040, kine 7 or 10404, hne &) |0|§|
$

24. 1979 adjusted grass income (Form 1040, une 31 or 10404, iine 11) » $ /0,000 00 "™ 00
28. 1979 total us ncome tax paid (Form 1040, hne 47 or 1040A. hine 142) S 2710 00 00 .
28. 1979 tota) ltm'mud deductions (Form 1040, Schedule A, kine 39. or write ‘0 $ Qo0 'M 00 - ,

if deductions wers not itermized)
27. Expected 1980 adjusiad Gross ICOme (See 1NStructions) ] }/ 000 .00 ** Skp to 28
OE FORM 258 - Section O Iconnnuao’on other side)

FIGURE <« 3-]
EXAMPLE STUDENT BASIC GRANT APPLICATION FORM
- 3-4 .
. . R _ 2 4



- Section D (Continued) . ‘ - - Parents Student and Spouse

4 1IN (40-44) UM (044}

[a.Famer $ /O £¢o 00 ra.Student 00

4340 {4940
b. Motner - 00 Ub.Spouse 00
29. 1979 nontaxabile income 5084 150-54)
8. Social secunty benefits (ses nstructions) D
- 200
084 \ 50-84)
30. 1979 meaicat and dental expenses not paid by insurance . .

<
28. 1979 1ncome earned from worx oy

“wr |»

\ 38590 - 3550
b. Other nontaxabie 1ncoma (child Support welfare. elc —ses nstrucupns) .

w

_ 31, 1979 elamentary ,unigr Migh, and high schaol tuition paia
(Do not include tuition paid tor the student ) . LN

32. Expectea 1980 nontaxabte income (see instructions) . roue
3. Sociai sacunty benefits 3 . , Skip 0 34
A (7R
b. Other nontaxaole income (child support. welifare etc ) C .00
33. Student's (and spouse’s) totsl 1979 | u.s. tax paid “V'*""
(see insiructions) ys S S‘ ce .00

+

Section & Asset information Parents . Student snd Spouse

what i3 1t worth now? What 1S owed on it?  What is it worth now? What i1s owed on it?
RINETY

34." Cagh, savings. and checking accounts ) QCC 00 ] .00

[l > i4]

35. Home ' $ §0,000.00 $ 36,690 00 § 00 §
. R~ S ———
38. Other reai cstate*and investments $ C00—~5—~—C. 00 $ 00 §
_ _37.8usmessandfarm. .. _ . £ 00 s - S-00 §- 00 §-

38. Student's (and spouse’s) savings and net assets e S 1¢0.00 - Skip to 39

All students must fill-out Séctions F and G.”

Section F Student's (and Spouse’s) Expected Income July 1, 1980—June 30, 1981

K- 910
39. Sociat secunty benefits (inciude only the student’s benefits.) Amount par month $ 0 00 Number of montns| | I
40. Veteranseducational benefits {Include only the student s benefits irom hay (1418
GlB8utang Veterans or Oependents Educational Assistance Programs ) Amount per month $ £.00 Numggr of months
1820 *
41. Otnernomaxamemcomeotstudem(andspousa) {Donotinclude student aid.) ) Amount for year $ £.00
, . Summer 1980 . 1980-81 School Yeer
42. a Student's taxable ncome {Do not include student aid.) 3 months $ C .00 9months $ G .00
, 131-38} {340 ., .
b."gﬁouus taxable lncome {Do not include student aid.) 3 months S C 00 9 montns $ © 00.

Section G Institutions, Release, and Certification

43. Sfudent's college lor the 1980-81 school year (see instructions) 45, Certification A
All the information on this form is true and compiete to the best

AA Dams Giosee 800 wseony of myjour) xnowledge If asked by an authorized officiat, I(we)
Name of School agree o give proof of the information that I(we) have given on

wrn I (] puand this form  I(We) realize that this proof may include a copy of

ldégtﬁm‘-?’a\/ Dj DID my{our) 1979 U S or State :ncome tax return |(We) aiso realize

City State Code - that sf ((we) do not grve proof when askea, the student may not
get aiq

2 .
Name of School ‘"""I l‘ll [:'mm_l © Sign ,ZJA'I D&C

City State Code 1335 Studént »

.

.

" -
Student's Spouse °
44. 1 give the Basic Grant Program parmission to sand information v g

from thus form to - . ) vktff‘\t

. sn . Father @
a. the financial aid agency n my State P Yes. [ No a\ge "yr'
h

b. the colleges ! listed in question 43 S Yes [] No Mother @

See Ihe instructions f you Iuve {a) or (b) blank, we wnlfassume Date compieted O
your answer 13 ‘No " It you answer No 10 3). your State aid Month/ Day Year
may be delayed ‘ e

Mail your form to.  BEQG
PO Box B

FIGURE 3-1 towa City. lowa 52240
(cont.)
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3.1.2 Estimated Data

Given the large amount of misreporting that results in

underawards, it is clgar that purposeful misreporting is not the

only problem with the application protess.* The use‘of estimated
data in needs analys1s exacerbates the problem. Estimatedgdata
fall into three categories: (l) estimates of future income;. (2)
estimates of current assets, adz (3) estlmates of family status.

HEstlmates- of future income can only be. expected to be

ow

approximations of reality. THeir place in a needs analysis sys-

tem may very well be valld but if they are to be used "error"

-

must be expected. This phllosophlcal trade-off is oWtside the
q
scope of these/near—term correctlve actions and is addressed in

Cnapter 7. - ‘ 7

Estimates of Surrent assetss present a different problem.

The "value" -of any asset such as a -home, real estate, a.business,

[

.or a farm is not established with certainty until the asset is-

sold or a valid offer to:buy it is made. Until that time it may

. , Va * . -
or may not have value--for, say, collateral on a loan, and’ there

‘are likely'to be transaction costs involved with converting the

asset to spendable funds. Thus, it is difficult to.evaluate

error in the valuation of"assets and very little, apart -from

»

better deflnltlons, can be recdmmended for the sngrt term.- .

Flnally, .estimates of family status are ‘requested on the

~

application form in two places--(1l) ‘in determ1n1ng dependency
2 . )

status (Questions 11-13, see Figure 3-1) and (2) in deyérmlnlng

number of dependents to be enrolled in college (Question 18).

(U




LA

> ] -
In terms of dependency status,‘appligants are asked whether

or not during the current calendar year they will 1live with

parents for six weeks, :will be claimed as «tax exemptions, and

» . 1

-will receive more- than $750 from pafe95§. - These estimates are

made at the time of application, usually two to five months into
. ) / .

tHe year, and are, hence, error prone. Tﬁe reason for asking

. & . . ¢

these questions is to possibly-elicit a "yes" response to apy of

them and thereby establish the student as "dependent." ' However,

the applican%ris also askéd the same qu%ftions foaithe prior year

(not an estimate), and ahy "yes" response aL;eéHy ‘dictates

"dependent” status. In summary, the current year estimates are

+

asked solely so that students who were "independent” last year

but may be "depéndent" this‘yeaq will he ﬁo gaéntiﬁieﬂ.
ﬁgivgn that virtually all of the other financial datd are for

’ N o,

hW . - . . ' . t
* the previous year, this seems inconsistent. Further, in ouyp sam-

ple only 0.7 percent checked "no"'to all of the prior year depen-

«dency questions and then checﬁedv"yes" to one .or . more of the
Q '- q .‘ .

current year Qquestions. In Section 3.2 we theréfore recommend

3

dropping the iyfrent year quéstions,

The estimate of siblings enrolled in college is not an anal-"
agous problem with the estimates of. living status since prior

A

year data are not aPplicable, This could be a difficult- number
‘ ° t .

to prediect for ome families, but.it has a, 'large effect Qn‘the

. / . t- . .
student's Eligibility Index. Short ‘of structural changes in the
delivery systpm that might deliver aid to the family rather than ,

to the student; the program will, have to rel§ on th€ honesty of
- . - @ "

4

.

.
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the applicants and their ability to guess correctly for this data

o - *

item at the-applibation stage. To promote honesty %e will recom-
<ﬁéﬁé'that the names of all dependents who will be enrolled in
college be listed on the apblicatiop.

Ll ' V4
-3.1.3 Imprecision of Definitions

In the Stage One data collection the respondent applicants
and their parents noted difficulty in’ undersfanding what

4information to furnish regarding certain line items. These items

A

-

included:
° The definition of "parent

° The time period for living at home that determines
dependency status . ’

. , '
° The definition of "$750 worth of support's.

° The definition of "household"
e' The definition of "Adjusted Gross’ Incomé"
' The definition of "income tax paid"

.

Fach of these items can be clarified with better wording,

and we suggest changes‘to accomplish this in Section 3.2.*

. -
3.1.4 Inappropriate Time Frames

T

Several items on the Basic Grant.appl@cqtion are dependent
on the day the form is.filled out. This presents two ‘problems.
One is thq difficulty of verifying the d?ta: Foraexépple, the .
instructiohs\for item 34 state, "Write in the amount of moﬁey
that is in cash, savings, and checking accounts today." Is the
applicant’to'include the amount actual¥y in the checking account .

from the bénk's viewpoint?. From the viewpoint of the applicant,

»




-

who does not know which checks have cleared? ‘s the applicant to
~ \ ~
include interest earned on savings to date but not entered in his

passbook? ‘ .

The second difficulty is one of equity: Should applicants
who submit their applications the day after pqying their monthly
bills be eligible for a la;ger award than if they submitted their

rapplications before paying their monthly bills? '

While tﬂe question of whether or not such assets should be

included in needs analysis is not within the scope of this dis-

cussion, there are ways to clarify for applicants what they are

being asked to estimate. We recommend some changes in Section

3. 2. ’ ' .

3.1.5 Lack of Follow-up : .

To quote from our Stage One Report on -Institutional Data . R

. Collector Debriefing, ". . . some finangial aid administrators

[FAAs] said they are  discouraged from conducting their own vali-
dation because ED regulations prevent them from doing as much as
"they want to in tracking down ﬁisreporters. These FAAs said that
often when they'try to pursue a case the stpdent célls the toll-
- free number, and the institution'receives a complaint from ED for
not giving the student the grant to which (s)he is entitled.".
Also from this report, "Some FAAs stated that ED fails to follow
up on validation cases t@at are referred to Washington. Alter-
nate Disbursement System [ADS].institutions, in particular, com-
. pléined that ED spent an inordinate amount of time resolving

validation cases." In Section 3.2 we urge that ED formally




—-——

assist instifutions in following up on referred suspect cases

through the use of Reqional Office staff.

i

' -t

r -

. 3.2 NEAR-TERM RECOMMENDATIONS

.o -
In this section we expand upon the recommendations just sug-

‘.2 )
gested to address problems in - the application .process. These

recgmmendations revolvgyarbund three themes that emerged from the

prior section's discussion of the problems: ‘

. D
' Asking the applicant to prove need
[ 4 N “ N "
° Improving the:identification and validation of likely

erroneous applications
° "'Makiﬁg'the applicatioe form itself less error prone
The matrix of Figure 3-2 relates these themes to the ‘five
problem areas 1dent1f1ed in Sectlon 3.1l. To date,zE? has adopteq
the 1ast two themes in attemptlng to reduce error. Our specific

recommendations are an attempt to introduqe the first theme and

improve upon the second and third. In this section we present

w’

the near—term suggestlons that do not requ1re changes to the

-

basic structure of the delivery cycle.

3.2,1 Theme #1: Asklng the Appllcant to Prove Need

"

As we have indicated ‘in Section 3.1, an application that is

not out of the ordinary may well be processed through the system
& . . :

unchecked. The goal of the delivery system should not be -to

expedgtiously process applicants that appear needy but rather”

N
those who are needy. Clearly, one cannot distinguish between the

two without secondary data. The ideal solution would include

major changes in eligibility analys1s so that.only readily veri-

fiable data are used. , Short of that, ED can begin to prevent

13
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THEME

DISTORTED ESTI-
FINANCIAL MATED
DATA ~DATA

-

PROBLEM AREAS

IMPRECISION
OF
DEFINITIONS

- INAPPRO-

LACK
OF .
FOLLOW-
Up

PRIATE
TIME
FRAME S

Proving Need

Improving .
Identifica-
tion and
Validation

Decreasing
Form-related
Difficulties

[ b ’
’
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AND THEMES FOR APPLICANT AND APPLICATION CORRECTIVE ACTIONS
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"needy looking" apgiications from being processed like "truly
needy" applications through the requirement of at least one
validatingvdocument at .the time of application. Specifically:

RECOMMENDATION 3-1: ~ ISSUE A VALID SER ONLY WHEN AN IRS

1040 OR A CERTIFICATION OF~ PUBLIC ASSISTANCE ACCOMPANIES THE

APPLICATION, OR ALTERNATELY, WHEN A SIGNED RELEASE FOR IRS DATA
- N\
N

MATCH ACCOMPANIES THE APPLICATION.

tion 3.3. To carry out this recommendation, we suggest that a
visual check of the application forms vis-a—vi§’?ﬁ€ée documents
be made during the "cursory" edit step that‘is now part of the

application processing system. If documentation is provided,

The implications of this recommendation are explored in Sec- -
|
|
|

, . )
inconsistent application data would be corrected by the proces-

sor, to conférm with the data on the validating  document.

The alternative procedure would be to prove need after the
application process through individual matches with data from the
IRS. AB ind}vidually réported data match would require a release
from the applicant. &hé"advgntagelof this alternative is that it
puts no additional burder; on the applzcation' :processor <;r t;he
applicant would result in no additional time deiay for process-
ing. Tge diéadvantage is that the data match ypuld likely océuF,

after initial award. In cases of initial underreportiﬁd{ of

or making adjustments to future awards.

3.2.2 Theme #2: Improving the Identification and Validation
of Likely Erroneous Applications -~

income this would result in the necessity for collecting rgfapds
1

. .
In the Stage One analysis, we have identified application

' characteristics associated with a high probability of error. -

S - e 15




RECOMMENDATION 3-2: CONT>NUE ED MANDATED VALIDATION BUT

USE THE SELECTION CRITERIA DEVELOPED IN STAGE ONE

fhe Stage One error prone analysis yielded the "Lorenz

Curve" shown En‘ ﬁgggre 3-3, This £figure shows the numbeé of
recipients choseﬁ yfor validation ;in addition to thbse already
selected versus the:' error thaﬁ can be expected on these applij

| cations.’ We suggest ED decide upon thg numbe; to be validated by
use of this curve. Additionally, sinee Stage Oﬁe revealed con-
siderable, residual error on validated épplicatiéns due- to items

that were not validated, we suggésted performing more in-depth
verification of each sélected application. To extend the impact

of the number of validations thét are chosen we suggest:

RECOMMENDATION 3-3: PUBLICIZE TO STUDENTS THE VALIDATIdN

-

ACTIVITY AND ITS POSSIBLE CONSEQUENCES. ,

<

- . We belieye that discouraging the use of -erroneous informa-
tion is more co \-efficient than trying tQ find error after the

‘fact. The 'impact “of validating a small percentage of eligible

~

applicants can be extapded to other applicants through informing

. all applicants that a sample of applications will be validated

"and that criminal penaltie

wilf be enforéed for: obtaining a

Basic Grant with false information. L

i

idation criteria are not' the only* méthds for investiga-

/ ting suspect applications.,, Many institutiggi\ﬁz;:orm validation

for their own  aid programs and in the process tect errors in

Q‘ - I/ L

Basic Grant information. As we have just shown, there is a

'




100% - .

. Percent of
° - lRecipients ; \\;

. o0 | \ \ )
Not Now , ‘

l

|

|

. 1

‘Flagged for .- - S _ .
|

J

|

|

" -
S °

. 60 ‘ : o ’
Validation - -

s
\ ,
20. \ . . ,
-——— . -
: o

B

]
e

0 20 40 60° - 80 100%

|

| M .
| 0 l—, -
| ’ ' T IS A

|

|

|

|

|

: . " Percent of Net Overaward far Recipients - - C .
< Not Now Flagged for. Validatien . ) s

\
|
| : : .

[ v ?

v

[ P . .
[ ! ' . .
| , P :

FIGURE 3-3 . - e

;"LORENZ CURVE" FR?M ERROR-PRONE PROFIQING ’

? N ¢ N
~ -

3-14 -




s
l“\

-~

Kl

°

3
-

reluctance on the part of institutions to refer such cases to ED

. -~

because of the lack of timely and sympathetic response, To
maintain the integrity of the rgferral process it is imperative

- to establish an adequate response mechanism. Therefore:

RECOMMENDATION 3-4: ESTABLISH ONE INDIVIDUAL AT EACH.

REGIONAL OFFICE. TO'AéE hEé@ONSIBLE FOR FOLLOWING UP ON EACH

INSTITUTIONAL REFERRAL FROM THAT REéION.
* ~ x .
With a single individual responsible for follow-up, eath
institutional aid officer wif& have one point of contact and one

place to point the finger if not satisfied with ED's response.

3.2.3 Theme #3: Making the Application Form Itself Less
Error Prone ..

In this ,chapter we have constrained ourselves Lo making

) . —~ : \\\ '
_suggestions for corrective actions, given the, current eligibility
adnd needs anaﬂsis system. - (In Chapter 7,6 we relax this con-

1apge'

straint.) THis syétem necessitates the collection

~ ~

number of data items. At a minimum, ED can make the definitions .

’

easier for the applicant. While we realize that ED is éurrently

~

*féxplorfng Pmprovements ' in the applicatiénl, we offer several

specific recommendations. ¢ , .
3

Ly ] . . ° > . o
. 2 & » °

1 pror example, a recent ED-sponsored study field-tested three
prototype application forms. These were (1) the current form
with minor modifications, “(2) a short application consisting “of
separates forms for independent and dependent applicants., short-
ened instructions, and fewer data items, and (3), a short appli-
cation form with simplified instructions and fewer data elements~”
that both independent and-dependent students would file. Results
indicated that the split short application (ﬁhe second alterna-
tive) produced the lowest. error rate. ,

2,

-

“




4 ~

-

RECOMMENDATION 3-53 CHANGE THE DEFINITION OF DEPENDENCY

STATUS TO EXCLUDE CURRENT YEAR ES'i‘IMATES.

As we have demonstrated in Section 3.1, the -use of these

estimates .currently only causes;"dépendent" status in an esti-
mated 0.7 percent of all cases and is, in any case, speculative
and unverifiable. ) .

»

RECOMMENDATION 3-6: ASK FOR THE ®NAMES OF DEPENDENTS WHO

WILL BE ENROLBLED IN POSTSECONDARY EDUCATION INSTITUTIONS DURING

THE AWARD YEAR. -

This récomm§ndation i§ proposed as one’methdd:oﬁ promoting
honésty on the applicaéion. Thegnames should be checked against
dependents listeéd on the IRS 1040 (see Recommendation 3-1) Iduring
the ;cursory edit" stage qf application proéeﬁsingf .

RECOMMENDATION 3-7: IMPROVE -THE DEFINITION OF VARIOUS

B}

JITEMS ON THE APPLICATION FORM AS FOLLOWS:

° Place the definitions of a "parent"” and the four par-
ent status options directly on the form 1tselﬁ at the

beginning of Section B..
$ - ]

-

-«
° Define parents' and students' marital status as of a
specific date.r . =
° Delete the item relating to $750 or more ‘of parental

support and add the following new line item for inde-

pendent students under nontaxable income in Section D:

"amount of financial support recelvgd from your par7
ent(s) or guardian or relatlve. . .

® Ellm{nate the word "household" from the dquestion on

family size and replace it with, "Enter .the number of

exemptions claimed by your parents on their 1040. If

the 1040 has not been filed, include the student

applicant, parent(s), and parent(s) s dependent chil-

dren even if not living at home. " Include other depen-

“ dents if they meet- the definition in the instructions.”

3-16 )
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° Remove the. deduction of student aid earnings from

Adjusted Gross Income [AGI] and have applicants show
‘ the AGI number as it appears on their IRS 1040 or
10404, ,

° Drop from the instructions, "Do not' include taxes paid
on earnings’ from student financial aid programs" for
the 1line item referring to US income tax paid.
Instead, instruct applicants to show the U.S. taxes
paid number as it appears on. their IRS 1040s or
1040As. .

N
¢

° Bélete "cagh" from application 2}ine 34 ("cash, sav-
ings, and checking accounts"), specify that the
savings and checking account valgfs are to be. speci-
fied as 'of January 1 and include all interest credited
as of that-date.” Similarly, set the date at January 1
and delete cash from Item 38, Student's Savings apd

‘et Assets.

We believe thesé‘definitional changes will help in the near
term but.emphasizé that these *are only'intgrim solutions to a

more ngply rooted préblem of errors in applicant-reported data.
uf-;v . - , N

- *
3

3.3 IMPLICATIONS OF THE RECOMMENDATIONS
_In this section we assesg the costs, benefits, and adminis-
trative requirements of each of our Yecommendations.

-

Recommendation: 3-1, in -i%s documentation version, requires

« R
4

that applications be acbbmpghied by a secondary sdbporting docu-:

ment, either anIRS 1040 or a certification of public assistance.
The primary burden of this requirement falls on the applicant, a
Yesser burden on the processors, andeno new burden falls on the

institution (see Figure 3-4). °

The applig¢ant would be required to submit supporting docu-
. . ; .

.mentation with the application. If the applicant's family files

-~

a Federal income tax return theh‘the applicant will:

-

L ”‘ 3-17 . 0
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RECOMMENDATION GOVERNMENT APPLICANT PROCESSORS INSTITUTIONE
c )
3-11 No Change | Increased Increased No Change
) Burden Burden
3-12 Increased No Change No Change Increased
Burden : ) . - Burden

3-2 No Change Increased  Increased - Increased
Burden Burden Burden

3-3 Increased™ No Change " No Change No Change

) ¢ Burden :
3-4 Increased No Change No Change No Change
. Burden .
L & '

3-5 :x - No Change Decreased No Change No Change
Burden

3-6 No Change  Increased Ifcreased No Change

’ Burden Burden

3-7 Y‘ Mo Change Decreased No Change _No Change

Burden - <
- ,}:‘ .

e i -—'—'\\_\
lApplication with accompanying tax or public assistance
documentation. . ’ .
2ppplication with signed IRS release. .

o

FIGURE 3-4 ' j

WHO SHOULDERS THE BURDEN FOR EACH RECOHMENDATIO%#
. - 4
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Need to wait until the tax return is completed before
applying for a Bas1c Grant

. ®_ Have to photocopy the tax return and 1nc1ude it with
the Basic Grant application »

I
The increased burden of these two requirements on such,
_applicants is xninor.f, From Stage One 'data we estimate that 17
percent 5% recipients' families do not file Federal income tax
retgrds. Of these, 28 .percent receive welfare payments and 39

percent receive Social Security benefits;’ These applicants will:

. e Have to obtain or photocopy a record of receipt of
pgblic assistance

o Have to submit this record with their application -

The processors would have an additionai burden if this ver-
sion qf the recommepdation is accepteq. Inconsistgnt application
data woulgﬁbe corrected by the proce;sor to confofm with data on
the supporting document. This could be done ddring the "cursory"
edit stép th;t is already'a part of'application processing.

- The expected benefits derived from the doéumentation version

- -

of the recommendation come from a reduction in application error
that may be substantial. Taken alone, if all AGI data submitted
bzfapplicants were correct, there would be an estimated net pro- .

grém savings of over $100 million, Furthg;, our Stage One data

show that 72 percent of all welfare recipients who received aid’

were eligible for maximum awards, angd 58+=percent did not file

- Pederal income tax returns. Thus, documentation of welfare

réceiﬁt could greatly facilitate the processing of truly needy
!

studentis while going far towards reducing ;the appearance of need

”

for those not really eligible.

>

i
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This version of the recommendation could be implemented
~
through administrative means, without legislative or regulat?ry

.change. Since ¢the application forms for 1982-83 are already in
. “‘:?
preparation, kﬁﬁ earliest practical application of this recomen-

dation would be for the 1983-84 award year. .

As a temporary measure for 1982-83, the function of checking

secondary source data could be performed by institutiens. That

-

is, the Financiel Aid Offiqe would be responsible for the visual
check and‘haying the applicant submit a cobrrection, if necessary,
prier to making an award. In concept, this:is similar to the
validation procedure now in place. The diffe}ences are that all

applicdnts would be checked, only the IRS items (or public assis-

»

tance receipts) would be checked, and no additional validation

forms or paperwork would be required of the student or the

scheol.

The alternative to this version of Recommendation 3-1 calfs
for issuing an SER only if a signed reiease for an IRS data%ﬁatch
accompanies the application. This version of the recom endati‘b

could also be implemented through administrative means) without

[N . 4

legislative or regulatory change. It .would, of course, reqhire‘

interagency cooperation. . b

K

It -is unlikely that any data match can be achieved before

’
(]

the'fall‘academic term. It is therefore\assumed that the match
will occur after many, if not most, initial awards are made. ’ If
there are errors im the IRS items (AGI, taxes paid, and medical/

5 L
dental expenses) that affect the applicant's SEI, then both the

3-20 . 52



-~

applicant and his or her institution would have to- be nptified of
the change. Since new SEIs will necessitate a change in award in

ﬁany gases, a procedure will have to be established to either

(5 .
collect a refund from the student, pay the student any additional

Z

funds due, or adjust future awards to account for the difference

in eligibility.

Recommendation 3-2 calls for continugd inétifutionalcvalida—
tion with additional selection criteria and additional validation
"items. There would be an increase in the already heavy burden on

.institutions ‘and students that accompanies current validation

activities, There would be no additional operating burden on the

processors but there would be minor programming costs associated

-

with changing the selection criteria. -
Figure 3-3, the "Lorenz Curve," shows the minimum additienal
applications to be selected for validation to identify applicants

with any given level of error. However, .current. validation

activities only catch part of the error of those flagged for

validation.l Thus, there are three ways to . correct more error

o

than is now being corrected:

"
~

° Perform more in-depth validation of those- already
" flagged for validation.

&
° Continue ' the same validation procedure but flag more
applicants.
° Flag more applicants and pgrform more in-depth
validation. . '

/

lin Chapter 7 of Volume 1 we estimated $95 in net-student error

per recig%ent remained after validation.
..

4

|

I
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All three of these approaches mean an increased burdef- on

in§titutions and students, the degree of increase. varying 'with

o L ‘ . . .

the ‘number of corrections sought. While it is difficult to

t . ‘.
estimate the increased burden precisely, we can: identify two

» " ) v

approaches: o - ( )

° For phogé who were flagged for validation in‘1980-81,
an estimated $95 per recipient in net overayards due
to students remained. Thus, verification of all data
items for those already flagged for validation would
result in a savings of approximately that magnitude,
The burden would bBe an extensive inteqyiew, perhaps an,
hour or more, with each selected recipient. ’

For those not currently flagged for validation we have
constructed the Lorenz Curve of Figure 3-3., From this
curve we can estimate the error associated.with any
fraction of the nonvalidated récipients. - For exampie,
1.9 percent’ of the nonvalidated recipients: have 7)9
percent of the- remaining error. These recipients/péGe
the ‘characteristics of groups 35 and 27. from” the
error-prone profiling ‘of Volume 1, Chapter 6. By
flagging these recipients for validation, in addition -
to those already flagged, we can target additional
validation quite precisely. As we ,increase the number’
of newly flagged students, there is a commensurate
- increase in student and institutional burden. !

R I .

~ Let us give a numerical example of the second approach:

- Suppose, using the Lorenz Curve, you flag 20 percent of the

applicants not currently flagged for validation in an attempt to

~

- identify applicants with 50 percent of the student error. Volume

-

L] sy
1 indicated total net student error of $246 million. We esti-

mated over $200_miilion of that lies among nonvalidgted students.

z

Thus, error-prone profiling allows you to identify 20 percent of

the nonvalidated recipients (approximately 430,000 students) with

I
50 percent of the error ($100 million).




No statutory changes are involved in implementing this
LA

e o . . .
recommendation. The¢ new selection criteria can be implemented

‘

for the 1983-84 award year.

v

Recommendation 3-3 is for publicizing to students the vali-
dation activities and thei% possiblé conseqguences as a means of
diseouraging the use of erroneous information by applicants. The

purpose of this publicity is to extend the impact of'validating a
smalz percentage of applicant; by ‘creating the attituég‘ that
errors will be caught b& the Government.

The,cost of this activity is one that would be borne by 0OSFa .
in creating the necessary publiéity withoug discouraging the

needy from appiying and without éppearances of indiscrimipate

harassment. It could involve public announcements by ED offi-

2
@

cials citing Departmental intent and examples of frgud that were -

-

revealed through validations. It may also .involve yarnings
printed on thes application form tha; are more visible ané inten- -
sive then are cur;entlykused. Again citing specific cases of
successful validation would give these warnings more impacﬁ.

The benefit‘would be reduction in intentional hisreporting
of information on the applicafion and, perhaps, more careful
attentiqn g}ven by all filers thus reducipg unintentional error
as well. The -implementation of this recommendation could be

accomplished for ‘the 1982-83 award year.

Recommendation 3-4 calls for the assignment of one specific

individual at* each regional office to be responsible for fol-

lowing up on institutional referrals. This was suggested to

<




. §

overcome the reluctance of financial aid administrators to

referring suspect applications to ED because of bad prior

:experiences. ) ’ .
During 1980-81 there were only 80 referrals "to ED from

schools using the Regular Disbursement System [RDS]. This pro-

duced an average of eight per region. Assuming,that an existing

regional office staff member can handle this work load, the cost

to ED would be low. If the regional office responsibility is -

well received by institutions, the number of referrals may rise

-

sufficiently to necessitate additional staff. The assignment of
- regional office staff to this ‘role can be done without regulatory

»

or legislative change and can begin as soon as the Department

desires.

Recommendation 3-5 is one 'of three recommendations intended

to make the apblicatién form itself less error prone. This
recommendation involves a change in definition of dependency sta-
tus by excluding current .fear estimates of parental support.
This change’would only affect those.applicants who were "indepen-
dent" (did not live' at home 42 days, were not claimed as income
tax exehptions, and did not receive $750 in support from their
parents) in the prior year but would be classified as "dependent"
in— the current yeér. The result would be to classify these
"dependent" stu@ents-aS'"independent.” . RN

In our Stage One.sample of recipient§, only 0.7 percent of

the students would have their .dependency status changed by this

action from "dependent" to "independent," but a major source of

3-24
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error would be eliminated. Current-year data were shown to be
highly error prone (20 percent of recipients incorrectly report-

ing at ,/least one of the three current year items). Implementing

this action would °require regulatory change and could not be
¢ $

accomplished until 1983-84.

Recommendation 3-6 asks for applicants to supply”the names
¥ 4

of dependents who will be enrolled in postsecqndar égugation
during the award year. From our Stage One data, we estimate that
approximately 19 percent of all recipients indicate the wtong
number on their applications, and that if they entered the
correct number in college, net program error would decrease by
over $14 million.
) While applicants would s:ill list bogus students or make
innoéént mistakes, this recommendation‘ is intended to promote
hbnesty with minimum administrative and applicant burden. We
propose that if this Fecommendation is ackepted in conjuqction
with Recommendation 3—% that the application processor check the
list: of dependent students against tax exemptilons during the
"curser edit" stage.
This recommendation qﬁguires a change in the application
S
form and would not be feaé;gie until the 1983-84 award year.

Recommendation 3-7 calls for improved definitions in seven

areas on the application form. The intent is to reduce exror by
clarifying the meaning of terms such as "parent," "marital
status," "parent support," "household," "income," and "taxes

paid."™ The cost of this recommendation is negligible, and it 1is




1 . IS

i

not possible using Stage One data to° determine the expected
decrease in program error. However, pretesting various

specifications of the definitions would give estimates of

expected benefits. This pretesting can begin immediately for the

1985—84 award year. _

>
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CHAPTER 4

INSTITUTIONAL RECOMMENDATIONS

4.1 THE PROBLEMS

Problems we have identified at institutions relate less to

institutional errors in deéermining student eligibility for Basic

4

Grants than to larger areas of concern within institutions, such

_as current BEOG regulationi on satisfactory academic progress,
central processing procedures, BEOG award and disbursement proce-
dures, and Federal reporting requirements. Identified problems

fall into two categories--those we have detected through Stage

One daéa analyéis and those reported -to us by FAOs, other finan-

cial aid officials, and PIMS program staff duriﬁg formal and
informal discussions wyer the last six months.

;The major problem areas we have detected through Stage One

' /
data analysis are:

) Enrollment Status Changes. Our’ data indicate 1! sub-~
stantial amount of change in enrollment status among
BEOG recipients within one academic year, partiéularly
students reducing course .loads and w;%pdrawing from
school soon after receipt of Basic Grant” funds.

) ‘Differences between Actual Disbursements and Expected
"‘Disbursements., Data collected from 1institutional

records in late spring of 1981 show, that actual BEOG
disbursements made by institutioné"appear- to Dbe
greater than expected disbursements (based on SER cost
of attendance data indicate they should be). )

The problems reported H& FAOs and others covered a wide
i 1 ]
range of topics and in some cases were contradictory. Neverthe-

less, three p}oblem areaﬁ\iéye mentioned repeatedly:

.
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Delays Due to Collection and Signing of SERs. -Having

to collect, fill out, and sign three coples of every..-

SER is time consuming and unnecessary. Some FAOs feel -
the SER should not be used as both a notifjcation and
a disbursement document.

The Time-Consuming SER Corrections Process. Students &

make numerous corrections to SERs, either unsolicited,
or because of validation. The long lag timé between
submissroﬁ of corrections to the central processor and
receipt of a-gew SER causes substantfal delay .in BEOG
disbursements, and in some cases the corrections made
do not effect a change in the SEI. . '
&
Changes ‘in Dependency Status. It appears that a sig-
nificant number of students switch from dependent to
independent status in consecutive years. This implies
a possible violation of the BEOG regulatiort requiring
a student to be fully independent for ‘at least-.one
year before gualifying for independent status. .

4

4

One other large- ccigonent -of institdtional error is that

Icaused by missing Affidavits of Educational Pgrposé and Financial

{
'Aid Transcripts from students' files--AEP/FAT error. No formal

corrective action is being recommended to address this error.

However, as we discussed in Volume 1 (Findings), in light of the

3

error caused it .would be advisable for ED tO reassess the value

of these forms to the overall integrity of the BEOG program. Is

the error currently involved in these forms truly trouBling, or

is it an audit matter not meriting intense ED regulation and.

concern? If their positive value is confirmed and regulations go

unchanded, ED should emphasize to institutions the nécessity of’

having thege forms on file before making disbursements.

4.1.1

Enrollment Status Changes

oo

** There is considerable -evidence from our Stage/One analysis

v N

that. students reduce course loads or drop out of school both




before and after. receiving Basic Grants. Over 17 percent of the
students who were enrolled full time at the time of their first
dé§5u{§ement were either no longer enrolled or had dropéed Lelow
fuiI-time status at the- time of their second disbursement, "while

-

36 percent of students who were half or three-quarter time at the

first disburgemeng'(9 percent of the total sample) had change? to
full time at th~¥£%¢ond disbursenment.

These facts ;ione are pot surprising. Students make course
changes all the time and ,in doing so Sften change enrollment sta-
tus. The substantial Mupibér of iniﬁi;ution;l adjuétments to BEOG
awards found during our data collection due-~to student enrollment
changes are in keeping with this. "These numerous adjustments to
BEOG awards do not, however, include.tqe relatively large number
of cases where students dfbp out or gredtly reduce course loads
after they have received their grants and are 100 percent tui-
tion-liable, according to ;nstitutional policies.

The findings on enrollment statué'changes, afgng with other
indicators, lead us to suspect a notable pattern of abuse” in the
BEOG. program: students enrolling in school in order to receive
Basic Grants, then dropping out after the end of refund periods
requiring studenturepayment of BEOGs. As a result, institutions
disburse BEOG awards to students who substantially reduce couréé

loads or drop out witho violating BROG regulations.

A quote from our Stage One Report on Institutional Data

Collector Debriefing points to this pattern:

-/




«'l

e,

Nearly all the interviewers agreed that there are serious
abuses surrounding institutions' satisfactory academic pro-
gress policies. Many institutions have very lenient, open
door policies. Abuse appears to be most prevalent at low
cost open door schools in low income areas: a ‘student at
such a school can enroll, receive a grant, not show up for
class, and xeceive a full refund. State institutions appear
to encourage this practice since they receive state funds
based on a full-time enrollment count.

A second quote diréctly'from an FAO interview lends- further

-~
14

support: )
Basic Grants should have on their (validation) roster: the
number of hours taken, did the student complete the hours,
did the student drop out?--like on the GSL roster. Then
they could catch up with those committing fraud. I think .
it's okay to credit the student's account with that porfgon
of the BEOG money, but I think money shouldn't be given
directly to the student until the student has completed
each semester with satisfactory progress. It would save a
lot of money for BEOG. We have a lot of students who drop
out mid-term after they have "gotten their money. This
might give them some incentive to finish the semester. We
have a very low economy here. We have the highest unem-
ployment® and ADC in this state, only about 10 percent of
the people who fill out BEOG applications are denied. Word
gets around that,they can get .money for going to school. I
got my money; I think I'll drop. If you are going to give

& them the money, let them finish the courses.

4.1.2 ' Differences between Actual Disbursements and Expected
Disbursements

Institutional data ébllected in mid to late spring of 1981

-
®

show that actual BEOG disbursements made by institqtions -were

@

discrepant by an average $77 from &alculated expected disburse-

ments. The expected disbursement amounts were calculated using

cost of attendance data from the file copies of .students' SERs
Sy s ,
and enrollment data from registrar reco d5. From our experience,

-

the cost of attendance figure from the file SER appears to be -the -

best figure to use in. assessing award calculation errors since

-~
t

~

.
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this 1is most likely ,the' figure FAOs use to calculate awards.
Given that this figure may not reflect postdisbursement enroll-
ment ch%nges, a discrepqncy between scheduled awards based on SER
cost of attendance data and actual disbursements is not. surpris-
ing.

Nevertheless, this $77 discrepancy is significant in that it
points to a possible procedural shortcoming in the BEOG program
th;% may be a source of.erqor——qamely, that ED does not require
_iﬂstitutions to report adjusitments to BEOG awar@s until after the
award year has ended. }

As stated in Section 4.1l.1, numerous student enrollment sta-
tus™ changes compel institutions to substantialiy adjust BEOG
award calculations and disbursements throughout the academic
year. Without sudlf adjustments,  there is tremendous potential
for institutions torsverdisburse BEO? funds. At a minimum, this
discrepancy between actual disbursements and expected disburse-
ments may mean that schools take a long time or simply wait unt’igy
the end of the year to reconcile their Bﬂi: accounting records
and repay ‘the BEOG account. .Alternativély, the discrepancy may

suggest a lack of ésordination and infgrma;ion flow between bu;i;

neés, financiai aid, and student registration offices. In the

worst case, it may be that some schools simply do not check

enrollment status changes or do noé catch ;heir own BEOG calcu-
P lation and d%sbursement errors.

i -7 ! .
Analysis of institutional error indicates that 73 percent of

S the portion of institutional error attributable to calculation

’

";\* ~"
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and disbursement procedures (excluding all eligibility errors,
such as AE?/FAT or satisfactory progress error) is within 850,
over or under, of the correct BEOG award. Eighty-two* percent
were off by $150 or less. Thusnv;hile substantial institutional
error is cgused by calculatién ;ﬁé disbhrsemeht mistakes, these
findings indicate that a high incidence of small overawards and

underawards constitute the bulk of this type of error.

4.1.3 Delays Due to Collection and Signing of SERs

This often-mentionea problem is not necessarily relatedﬂto
error but is viewed as a procedural problem and a burden to FAOs.
The -awkward size of the 1980-8l1 SER) may have co@tributed to’ihis
ready complaint during FAO interviews. Anéthér related problea
is the diversity in when and how completely'insgi}utioﬁs‘fill out

Section 3 of the SER. We found ffom FAO reports and our site
visits that some file SERs were complete and updated with current
enrollment and award information, others were only partially aom-
plete, and a substantial’ n&mbgr were blank in Section 3, which
prevented our interviewers from: collecting SER'schedgged award
data. | :

While this is discussed here as a problem,, no near-term cor-
rectivelgctiéﬁ to deal with the problem of collecting and signing
SERs is Being proposed. Nor is it true that the elimination of
- I

this requirement is desired by a;l‘actoré in the BEOG systém. In

Chaptef 7, where we discuss major redesign of the BEOG delivery

system, alternative handling of the SER is considered.
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4.1.4 The Time-Consuming SER'Corrections Process

FAOs frequently mentioned as problemé the number of SER cor-
“rections students must make and the_enormous delays in the pro-
5cessing of corrections. Because of sluggishness and erroré in

the SER corregtions process, &ény FAOs feel there is definite
" need for.improvemeht, and a significant number feel they could
j%st as easily makeacorrections and recalculate the SEIs them-
selves. ﬁelated problems are long delays before disbursements
and -student frustration with the corrections process, which can
. cause them to drop out of the system beﬁore award. w‘

4.1.5 Changes in DépendencyﬁStatus

Asking students to provelthey afe truly’independent*is a
sensitive issue. The oﬁly hifd,documenggtion for proof of inde-
“pendence is the parents' Federal tax fofm showing that th€é stu-
dent was not claimed as an exemption. Given the substaﬁtial
amount of time FAOs spend collecting téx férms.from,independent
étudénts and parents of dependent séudents, most, have not
extended policies this ‘one steé‘further to-collect tax forms from
parents of independent students. Yet, the increasing number of
independeﬁt studentsbin the BEOG program cause FAOs and others to
suspect some abuéehin this area.

Data from the barent/student survey (see Volume 1) show that
16 percent of the recipients claiming to be ipdependqrt on the
BEOG aéplication were Found to be dependent upon thorough verifi-

cation of their application data. Relating to the discussion in

Chapter 3 oncha(ing to look needy rather than having to prove




.
s

need: to become eligible for a Basic Grant, the BEOG program cur-
rently requires only that applicants look independent. They do
not have to prove independenck even when a switch of status

occurs between, years. . .

[} . -

4.2 NEAR-TERM RECOMMENDATIONS *

As 1n Chapter 3, in this section we make several recommenda-

tions to address the problems just discussed. Three themes sur-

i

round these institutional recommendatlons.
4

' Creating an incentive in the BEOG program for students -
to complete course work

) Changing administrative procedures to promote program
compllanee and reduce delays

' Adding new verification requirements for critical BEOG

appllQaiipn items
The matrix iN Figure 4-1 relates these themes to the five

problem areas identified. in Section 4.1.

4.2.1 Theme #1: Creat1ng an Incentive in the BEGC Program

For Students to Complete Course Work ‘

.Po address the problem of students reducing their‘course—

-

loads or withdrawing immediately aftef the end of a refund period

and recelpt of BEOG cash d1sbursements,‘we propose“the follow1ng

corrective action: )

°

RECOMMENDATION 4-1: INTRODUCE ArPROGRAM—WIDE MINIMUM CREDIT

REQUIREMENT POLICY IN PLACE OF SATISFACTORY PROGRESS POLICIES

DESIGNED BY INSTITUTIONS.

Under this recommendation, for(%ach 12-month award period

students must earn (according to institution definition) the

»

»
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THEME

ENROLLMENT
STATUS

PROBLEM AREAS

!

DIFFERENCE IN COLLECTION SER CHANGES IN R
ACTUAL AND EXPECTED AND SIGNING CORRECTIONS DEPENDENCY
DISBURSEMENTS OF SERs PROCESSED STATUS

Creating an incen-
tive in the BEOG
program for stu-

dents to complete

course work

Changing admini-
strative proce-
dures to promote
program compliance
and to reduce
dF1ays

Adding new verifi-

cation reduire-
ments for critical
BEOG application
items

>y

™
o

.
- .
- B -

FIGURE 4-1

RELATIONSHIPS .BETWEEN PROBLEM AREAS IDENTIFIED
AND THEMES FOR-INSTITUTIONAL CORRECTIVE ACTIONS

° | - - €3
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minimum number ©f credits requ1red by the level of disbursements

\
recelved from the BEOG program oefore rece1v1ng a further year of

BEOG funding. Fot example:

In a two-semester school if a student received a Basic
Grant based on full-time attendance for two semesters\}

" 24 credits must be earned Before he or she receives
BEOG funds for a second year., Minimum credit requite-
ments would remain as they are now: FT = l2credits,
3/4 T = 9 credits, 1/2 T = 6 credits per semester or
per quarter. .

This corrective action is based on the premise that stu-
dents should finish courses for which they enroll and pay for

~
with the help of BEOG funds. The BEOG program should not only

offer choice ang access but should provide explicit incentive for
students to complete coursés' and make® normal progress toward
earning a degfée. Providing intcentive to successfully complete
courses actually supports aﬁﬁther goal of the.Basic Grant pro-'
gram, that‘of'persistencé. In this case the goal is academic
persistence, To make allowance fox special cases, an appeals
process should .be coupled with this requireﬁent to handle only

exceptional cases where students.had to drop out for medical or

other reasons outside of their control.

Students change course loads coritinuously, and no rule
7

change in a Federai'financial aid program will prevent students
from changing their course loads, nor would this be désirable.’
Nevertheless, there shouid not be an opportunity within the Basic
Grant program for students to gain monetarilyl by enrolling in

school only to drop 6ut one month later ;nd to repeat this pat-

tern over and over without violting BEOG-regulations.

7 e
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The first BEOG Quality Control Study, conducted in l978—79>
préduced a recommendation regarding the need for improved artic-
ulation-of satisfactory progress policies. The following state-
ments from that.study point to the fact that some abuse in the

area of _satisfactory' progres$ compliance was detected at that

. rd

time: -,
[3 ’

Certain abusive practices have beén detected such as the
exclusion of Ds or Fs from determinations of grade point
averages and, the use of special letter grades (in lieu of
Fs) to signify situations when a student drops a course
late in the term (the grades are not included in the grade
point average computation). BSFA standards should at least
extend to eliminating such practices.

A second level of regulation would be the mandating of
levels of performance and quantities of progress. Evidence
indicates ' that these standards vary widely, and that a
single standard would be difficult to develop.

i <

‘Though our dailta do not allow us to specifically separate
enrollment status changes  related to academic decisions from
those that appear to be %busive practices on the part of stu-,
dents, institutions and states have to some extent begun to
address this problem on their own. Findings from'our FAO inter-
view data indicate that 7 percent of our sample institutisns have
instituted policigs that require students to satisfactorily
complete 50 to 100 percent of courses taken. One such policy

L4

currently in place at a nearby community college is shown in

N »

Figure 4-2. Over half of the schools with such policies are com-
munity colleges, giving "some indication that this: pattern of

students enrolling and withdrawing may be more grevalent at low-

cost institutions with open admissions policies. ~ At the least,




¢ COMMUNITY COLLEGE

SATISFACTORY PROGRESS POLICY FOR FINANCIAL AID RECIPIENTS

Students who receive financial aid must maintain a standard of
satisfactory progress. ‘ -

Since Community College offers associate degrees which
normally require 97 credits, a student attending on a minimum ’
full-time basis can complete a degree program in 9 quarters.
Therefore, students will normally be limited to 9 full-time quar-
ters of eligibility on the financial aid programs. Students who
attend on less 1l1-time basis may take up to 12-18 quar-
ters of enroﬁlment to use this entitlement at ..

The Financial Aid Counselor will monhtor satisfactory progress on
each financial aid recipient per quarter hours of enrollment on
which financial aid disbursement was based. As part of the
yearly awarding cycle, every applicant who has received aid will
be reviewed for continued funding. Student records must reflect )
satisfactory progress at a minimum of twelve (12), nine (9), or
six (6) credit hours per quarter depending on the amount of aid
received as a full-, three-quarter, or half-time student. Satis-
factory completed credits are those for which a grade of A, B, C,
D, R, or S is received.

If the student transcript does not indicate compliance with mini-
mum requiréments, the student will be notified that his/her

~| financial aid has been terminated. To be reinstated on the

- financial aid program a student must verify earning the minimum
number of credit hours per prior financial aid disbursements.

The student will pay his/her own expenses during this time.

At the time of the original award, the student will be notified
of the satisfactory progress policy and of the 9 quarter full-
time limitation for receiving financial aid at ___ . Students .who
do not complete their program within the 9 quarter limitation may
request an extension by submitting a written request to the
Finadncial Aid Office.

Approved by Administrative Council
P 12/16/80

FIGURE 4-2

EXAMPLE OF AN EXISTING ACADEMIC PROGRESS POLICY
(FROM A COMMUNITY COLLEGE IN THE* GREATER WASHINGTON, D.C., AREA)

H} ,) ~ -
L




such schools seem most active in fighting the problem. In addi-
tion to these institutional policy actigns, at least three state
scholarship programs (Virginia, Pennsylvania, and West Virginia)
have policies making continued eligibility for grants contingent
upon completion of previous credits’ taken.

4.2,2 Theme #2: Changing Administrative Procedures to Pro-
mote Program Compliance and Reduce Delays

While it fs clearly an onective of ED to have institutions
comply with BEOG regulations and carry out thefﬂ administrative
rolé in éhe program correctly, certain procedures and elements of
the program do not necessarily promote institutional'compliance.
Other procedures cause inaccuracy or delay. The three corrective
actions'recommended under this theme are aimed at creating proce-
dures that will facilitate greater institutional compliéhcé with
BEOG'program regulations,

To promote more accura;y in determininé BEOG Scheduled
Awards and more timely award adjustmernts to students' a¢couﬂts

due to course load and cost of attendance changes, we propose

three correctﬁve actions, Recommendations 4-2, 4-3, énd 4-4,

RECOMMENDATION 4-2: RESTRUCTURE THE BEOG PAYMENT SCHEDULE

»

TO BROADEN BEOG COST OF ATTENDANCE AND DOLLAR AWARD CATEGORIES.

For example, develop six specific but broad cost of‘atten-
dance gategories, such as Cost Category A--less than $1,500,
_B—-$l,500—2,000, c--$2,001-2,500, D-£$2,501-3,000,'E--3,001—3,500
and F--greater than $3,500. BEOG awards could be graded by $200

increments, such as $200, $400, $600, 3890, etc. Figure 4-3 is

¥
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an example of a BEOG paiment schedule with- a reduced number of
award cells (60 as compared to the 2,178 cells in the current
~payment SChedule).l'Award amopnts)in each .cell reflect an aver-
age, ' to the nearest 100, of awards falling‘into each category
from the 1980-81 BEOG payment schedule.

The effect of this type of corregtive action oh the distri-
bution of BEOG awards among' different populations of students and
institutions woﬁid, of course, have to be analyzed. However, it
is readily apparent that broadening cost® of attendance [COA] and
award categories would substantially ease the complexities of
BEOG 'award calculation and disbursement and would eliminate a
certafﬁ amount of calculation error. In addition, institutions
and %Pe PIMS program would be freed from having t% make minor

*

adjustmeﬁts to BEOG awards due to minor changes in cost of atten-
dance, as is the present case for institutions ;ith costs eqgual.
to or less than $3600. For example, a $50 cost of attendance
change can trigger as little as an $18 change to a BEOG award.
Anéther benefit of simplifying the cost of attendance and
award size cétegories; would be a change in the way students
determine the:amount of their BEOG awards. By use of a simple
chart, student budget information, and the SER, a student could
calculate the amount of his or her own award without hgving to
send the SER to an institution for calculation. This would fut
s

down the . number of times students send SERs to institutions

before deciding which institutions they plan to attend.

1
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SE1 :
‘ 1 - 201 -| 401-| 601 -] 801 - | 1,001 - | 1,201 - | 1,401 - | 1,501 -
COA X 0 200 400 600 800 | 1,000 1.200 1,400 1,500 ,| 1.600
<1,500 | 700 700 700 700 700 500 300 * 200 0 0
1,500- _
2.000 800 800 800 800 800 800 500 300 200 200
2,001- | -
2,500 | 1,100 | 1,100 | 1,100 | 1,100 | 1,100 900 700 500 300 . 200
2,501- / [
3,000 | 1,300 | 1,300 | 1,300 | 1,200 | 1,100 900 700 500 300 200
3,001- . ,
3,500 | 1,600 | 1,600 | 1,500 | 1,300 | 1,100 900 700 500 300 200
3,500 | 1,750 | 1,700 | 1,500 | 1,300 | 1,100 900 700 500 300 200
,»., 3 FIGURE 4-3
EXAMPLE OF A SIMPLIFIED BEOG PAYMENT SCH‘EDULE
70




The BEOG regulation, not yet in effect, allowing institu-
tions to use average cost of attendance figures will somewhat
alleviate the problem of minor award adjustments due _to minor

cost changes. However, it will not eliminate the complicated

payment schedule or the necessity for students to send SERs td

-

several institutions for award calculation.
x

RECOMMENDATION 4-3: HAVE INSTITUTIONS COMPLETE A MID-YEAR

STUDENT VALIDATION ROSTER IN ADDITION TO THE ONE REQUIRED AT THE

END OF THE AWARD YEAR FOR RECONCILIATION OF BEOG DISBURSEMENT.

A mid-year roster would -oblige institutions to systemat-
ically reconcile their accounts at least twice per year in accor-
dance with enrollment and other changes made by students th;t
affect BEOG award amounts.. In addition, the submission of mid-
year data on actual BEOG disbursements made the first half of the
award year wouid provide bsFA with more current expenditure data
for use in BEOG funding projections. As one FAO remarked, "Thié
would allow us to straighten Sut the first half‘ of the year
before dealing with the problems in the second half."

R
As a second step of this recommendation, spaces for new data

elements such as the enrollment and cost of attendance factors

used to‘calculaﬁe BEOG disbursements for each term could be added
to the validation roster. Collection of such data would enéble.
ED to better monitor the accuracy of institutional award determi-
nations.

Because of differences in timingeof disbursements between

-quarter-term -schools and semester-term schools, it may be




advisable to diversify thi§ correéctive action between types of
schools--i.e., requiring semester schools to compléte Ewo roéf
ters and quarter-term schools to complete three ;n accordance
with their end-of-term schedules.

Excé;sive corrections to SER data and related ?long-time
delays in disbursements to students reportedly cau;e problems for
numerous FAOs as well as students. Currently, students must cor-
rect any data on the SER that are found to be inéorrect either by
khe processors' edit systems, by the sfudént upon receipt of the
SER, or by FAOs through validation. Corrections can také any-
where from three to six weeksafor processing, and in some cases
the SEI does not change. Further, this correétions delay problem
may actually deter FAOs from looking for discrepancies or requir-

ing students to submit SER corrections in cases not& validated by

]
H
i
4

ED, when they otherwise would.

The heart of phis corrections rroblem is the BEOG applica-

tion itself’, corrective actions for which were discuséed in Chap-

ter 3 of this report. On a different track, the following

dorrectiée action addresses ‘the time lag problem that SER correc-
a

tions processing introduces once a student has enrolled in

.school.’

RECOMMENDATION 4-4:’ ALLOW FAOS TO RECALCULATE SEI BASED ON

RECTED DATA AND MAKE FIRST DISBURSEMENTS TO STUDENTS WHILE

WAITING FOR RECEIPT OF THE CORRECTED SERS FROM THE PROCESSOR.

!
At their option and with student agreement, FAOs could:

IS
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° Make necessary changes to SER data
° Recalculate the SEI using the BEOG needs "analysis
* . formula & . “
&
® Make a first disbursement based on " the recalculated
SEI

¥

In turn, the FAO must check that the student sends the same cor-

rections to the processor and subsequehtly submits an updated SER

.

to the school.

-

Under this system institutions would be liable for any over-

‘payments made due to SEI recalculation errors. This corrective

action is targeted particularly to students reduired to make\cor+#
Nrections because of validation. Often students pickeq for vali-
dation are very needy and cannot afford to wait six weeks for
their first‘disbursements. In addition, if éébs were allowed to
recalculate SEIs, the student could be advised of hi; or her
change in award much sooner, thereby pp&%iding more time fof the
student and institution to redirect resources if necessary. FAOs
Btate that they “have 1dng been trusted to recalculate pareqts"
contributions usiﬁg the Uniform MethodologY'formul? and; see{ no
reason to be prohibited from recalculating th; SEI. ‘

As stated, this corrective action should be optional for
those institutions willing to take on the liability concurrent
Qith the pfivilege. Institutions not willing-to do so could con-
tinue to hold up disbursement until receipt of ;n updated.éER.
Th1s recommendation is offered not as a solutlon to the correc-
tions problem but as an interim way to ease some of ‘the strain
this problem causes in the system, particularly for students and

Fnstitutions.

. . 4-18 o~ -
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4.2.3 Theme #3:‘ Adding New Verification Requirements for
. Critical BEOG Application Items

Since our BEOG applicant data are strictly from the 1980-81

award year, we cannot analyze this reported prablem of students
E 3

whose parents were purpoftedly<claiming them as exemptions for.

two years running, thefi switching from dependent to independent

status in the second year. Vevefthelese, AOs recited this as
i

something they believe is happening, poss1bly because there is no
Y

.

mechanism in -the program, other than institutional policies or

personal}knowledge, to prevent students from doing this. To com-

bat this problem ‘a fairly simple corrective action could be
instituted. . - .

RECOMMENDATION 4-5: SPECIFY A NEW EDIT FOR THE BEOG PROCES-

SOR EDIT SYSTEM THAT WILL TRIGGER A VALIDATION FLAG IF STUDENTS

SHOW A CHANGE FROM DEPéNDENT TO INDEPENDENT STATUS BETWEEN YEARS.

Along with -this, we recommend that the procéssor add a new
SER" valldatlon comnent statlng that students flagged for this
reason must submit copies of their parents' tax forms to FAOs at
their institutions. SERs could be flégged whenever such a status
change occurs between years or within the same award year.

A corrective‘gction of this sort would regquire processors to
develop the capability for oross—yeqr edi'ts. We realize;orepar-
ing for .large-scale cross-year edits is a sizable . and ‘complex'
project; hbwever, as a first‘step, a dependency status edit would

be less complicated than some others and would be a logical place

to start.




L

The following corrective action. is not based on a problemn

identified through data- analysis or .comments from FAOS; rather,
it is based on our experience with-SEI calculat%@n and eur know-

ledge of critical data elements that affect the outcome of the

>~

SEI.. s

RECOMMENDATION 4-6: REQUIRE THAT ELIGIBLE BEOG RECIPIENTS,

UNTIL THE TIME OF THE FIRST BEOG~DISBURSEMENT, CORRECT SER DATA

. . ¥
REGARDING HOUSEHOLD SIZE AND THE NUMBER IN COLLEGE TO REFLECT
! ?

THEIR ACTUAL SITUATIONS.®

The 1981-82 Validation Handbook indicates on.,pages 13 Fnd 14

that the purpose of valldatlng household size and the numbér in
college is to assess th reasonableness of the original estlmate.
It further states thét ppllcants should change these items dur-

ing validation, "only if the estlmate was 1ncorrect at the t1me

i

of application."” ¥n other words, if applicant at the time of
berQ to attend college, a 3

apélication expects three famil§,mem
is entered,on the form. Then in September, if the applicant
through validation informs the FAO that only one of the three

ended up enrolling in college, the orlglnal estimate, if deter-
1

! .
mjned reasonable, does not have to be corrected. The same ruling

1

would also apply to the reverse of this example.

We view this validation ruling as unwise bécause it not only
L]

works against the 1ﬂ§ent of the validation process, to. ensure the

'ccrrectness-Qﬁ SER data, but complicates even further the already

difficult task of determining error‘ln}ghe Basic Grant program,

L
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Three other reasons leading us to propose this corrective

.

action are:
e  Students and parents reported having troublé making
future projections of the size of household and number

in college for the BEOG application.

\

) Our student/parent data indicate Substantlal error on
these two data items.

Next to the Adjusted Gross Income, household ‘size and
number in college are two ‘of the most critical ele-
ments in the SEI' calculation forhula.

4.3 IMPLICATIONS

w

As in Chapter 3, in this section we -assess the costs, bene-
fits, and administrative requirements of each of the preceding
recommendatiogs. -

Recommendation 4-1 to institute a minimum credit requirement

policy for BEOG recipients carries with ipﬁéeveraL implications.
The primary administrative burden of this requirement would fall

on institutional:officials-who'would be responsihle for verifying

the number of credits a studeng earned énd:ffhé level of BEOG

o 3
oy vt

award'received (F-T, 3/4-T, 1/2-?) in a previsgé term(s) before
making the first disbursement' in a neﬁ‘award year.! This is a
more detailed andi strudtured procedure than what is currently
r;qulre§>gp check satlsfactory progress achle;ément by students.
Once implemented, no new administrative burden would ‘fall on’the
Gevern@ent, since procedures nb& used to monitor institutional
compliance with Lhe satisfactofy prodyess regu}afioﬁ could be

trahsférred,ewitﬂ only slight modifications, to monitor institu-

tional compliance with this new policy. This requirement would

o -

-
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impose a new kind of burden on. most students since it is moré

i

rigorous, in terms of requiring cumulative. academic progress,

than are many institutional policies at present.

The major difficulty or "cost" of this recommendation wilY

" pe Pup-front costs to ED in trying to get such a; requirement

accepted and the terminology agreed upon by the financial aid
community and students. Satisfactory progress, in the words ef

one FAO from the Title IV Committee of the National Association

of .Student’ Financial Aid Administrators [NASFAA], "is- a very
, .
|

volatile subject." Any attempt on the Government's part to fur-

ther define satisfactory progress regulations, because it repre-

sents a .threat to institutions® ‘discretionary power, will

undoubtedly meet with a groundswell of resistance that may come
: . . p : .

- from legislators as well as institutions. To implement this new

N

requirement ED will ne€ed tQ anticipate such resistanQS and W?l%
have to handle it with fﬁrmness’ﬁnd senéitivity. Seeking the
advice~a:é‘coopetation early,on of key. members of the‘}inancial
a1d communi ty and key legislators would be advisable.

Despite early resistance, the beneflts of this requlreﬁent
would extend to thtee of the. four stpdent aid deliverytsystem
coméqneﬁtsr—the Government, inétitutions, and students. é? pro-
mulgatlng this requiremeﬂt ED would. exhibit a ‘'stronger, more
clear-cut stance on what constltutes satlsfacﬁory progress and on
what 1is expecteé of students who receik? BEOG suppdtt to attend

school, while at the same time steering clear of controversial

regulatlons that try to deflne satlsfactory prodLess in.terms of

k4
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a grade point or quality point average. Mohitoring institutional

d
" compliance with this requirement would be far easier and more

precise than the monitoring of satisfactory progreés compliance

that is currently done by Title IV pgogiam reviewers, The pre-

[

sent diversity in institutional policies for satisfactory pro-

gress and the incénsistency with which they are applied make OSFA

- . .

monitoring of compliance with satisfactory progress regulations

.
N

difficult. .

.

For' institutions, though more work would be required _to

determine eligibility, this policy would clearly define 'their
responsibility for monitoring students' academic progress and
would introduce more equity across, institutions in the way stu-

dents not making satisfactory progress are treated. For stu-
. 6’

dents the policy will require more academic diligence;;Lt will .

mean a consistent rule will be applied to all BEOG recipients in

a ¢onsistent manner. Students will also have a clearer idea of

|

what ils’-expected of them.
b Finally,‘our data show that a significant number. of BEOG
-~ o . -
students drop out during the course of a term, Eor example,
»

close to 10 perceﬁt of ‘students in our sample,who,wefé enrolled .

s . -
full time at the first disbursement (84 percent of the entire

.
]

s ’ .
sample) hgd dropped below half time or had dropped ,out by the.
beginning of the next acadenmic term."We cannot say from our data

how many have enrolled simply to receive BEOG money and .,not ‘
, . , . !
necessarily to complete courses, but we can suggest, on the basis
N N ’ * . . , )
of “our experience, .that this does happen. If as few as one out =

o
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. be 1983-84. - ’ ‘ ‘ ]

~award amounts by’ 1ncrements of $200" would impose a burden only on

- .any -new payment schedule on award-distribution. One of the first

of five of these students who have dropped out have intentionally
abused the program in this manner* and their average award is

$900, then they are costing the program over $36 million. This

kind of error is not calculated in Volume l (Findings), but the

recom- mendation would indeed affect the 1.2 percent error rate
)

reported there as well--those 1.2 percent of recipients are not

!
in complia§ce ‘with the satisfactory progress reqguirement as it is

[} .
‘currently stated. At an average $900 -award to each, another :$25

million in net overawafds could be saved by the recommendation.

Total savings then could be over $60 million for action on this

o . .

front.
Two other implications of this recommendation are:

. ® To- av01d inconsistency, # i€ same policy should prob-

- . ably, apply to all Title IV programs._

° With transfer students, there'would be greater reli-
ance on’ timely' and ‘accurate information transfer
between.sc¢hools. A special .timing allowance might be
‘needed for transfer students.

-8ince this recommendation would require a regulation change

and legislative approval, the likely year of implementation would
' 1

Recommendation 4-2 to restructure the BEOG Payment Schedule
{

by broadening,the c0st -of attendance categories and gradinq BEOG

the Government for rédevelopment and analysis of the impact of
overn® =T

analysis steps,would be to build &a—table that reflects the cur-
ren¥ BEOG * payment sohedule'_and £i1l in the number of BEOG

.
1
!
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rec%pienté from the most current completed year who fell into

each cell of the payment schedule (a cell ‘is the intersection

between the SEI and cost of attendance), then calculate what

total aggregate awards would be if the payment schedule was col-
laésed‘to 6 cost of attendance categofies and awards of $200
increments. Results of this calculation would be comparedwwith

actual total BEOG expenditures fof that year, to determine the

I : v ’
impact on total expenditures. Analysis would then be needed of

the amount of change to individual awards. Until such an anal-

! .
ysis, including a series of simulations, could be done, estimat-

P

ing a.program cost)for this -recommendation is not possible.
Another major implication (possibly a cost) besides a shift
in award distributidn would be a possible incentiVve for institu-

tions to structure tuit%gn fees with a:-view of maximizing BEOG

award amounts for their students: Again, ED would want to anal-
yze the extent to which this might happen and to’ devise mechan-

isms to neutralize such an incentive, such as a diregt and clear
N . .
tie between Campus-based allocations and total BEOG recipients.

Two other implications would be: )

® BEOG central system and PIMS changes to accommodate a-
new payment schedule f

° A step function problem for students with SEfsé or
costs falli at the edge of each category (although
othgr discretionary aid could be awarded to £ill such

gaps) .

Most likely ED has considered alternatives to the current

'BEOG Qéyment Schedule before and has subsequently rejected them. .

-

L4
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However, the 'benefits that would accrue from a simplifiéd payment

schedule are not insignifiéant. "For. example:
J
° Students could calculate their own awards.

: ' Institutions could calculate awards more accurately

and thereby decrease institutional BEOG error. ,

° Fewer changes in awards due to minor cost changes
would have to be made by instituttons.

° In turn, the Program Information and Monitoring Syétem
[PIMS] -would process fewer changes in awards.

' PIMS would réquire less computer space for calculation
of awards.

° Program reviewers could check the accuracy of institu-
tions' calculation of awards in a shorter amount of
time.

' Because a change in cost of attendance categories

would cause a significant change in the award ($200 in
most cases), insfitutions would probably be more dili-
gent with respect to looking for changes and making
award adjustments where needed.

The 'approval and implemeﬁtaLion of a new payment gchédule
would ‘require regulation changes and legislative approval ,and
this would have'tx? follow a careful impact study; .fherefore,
1983-84 wouié be the earliest possiBle year for {mplemeniation.

Rggomm?ndat;on 4-3 calling for a mid-year Studgnt Validatign

) . ‘. /
Roster similar to the one currently completed by institutions at

)
the end of.each year would create more work for both institutionk

P

and the PIMS program. Costs would' be incurred‘by institutions in
. ’ 14

» having to coﬁplete'a second roster, and the, PIMS brogram would
inéur additional procegsing costs.’ %daitional édministrative
time would also "be taken in prodding institutions that ds nét

"submit the roster on schedule.

9. -
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On the other hand, the benefit to institutions in reconci-
\ /

ling first term disbursements (or fjirst- and  second-term dis-

bursements for quarter-term schools) at mid-year would be a '’

substantial easing of the burden of making all changes on the

i »
end-of -year roster. Likewise, the PIMS staff would not be faced

with anyhole year's worth of changgs at one time, long after the
award éear has ended. They would instead experience a more even
wofk flow by receiving the bulk of awara reconciliations at mid-
QLar, leaving the gecopd half of the year to process them. In
addition, mid-year reconciliations would provide OSFA with more

.

current expenditure data than are available under the current

system for BEOG funding projections.

Cost savings that could be realized by requiring a mid-year

roster are difficult to quantify. However, as stated earlier,

institutions across the board would be compelled at mid-year to
check for enrollment status changes and cost of attendance

changes and to reconcile the effects of such®' changes on the
‘ ¢

levels ‘of BEOG awards. The result should be that the aggreéate
/ “

émounf of BEOG fundsfall institutions have transferred to their
operating funds at the.mid—year point will more closely reflect
the aggregate amount that should be there*based on‘actual cost
and enrollment leygig of BEOG recipients. The degree to whicg
institutions do not reconcile BEOG award changes before the end

of the year will be unknown to,ui until we complete our analysis

of this issue during Stage Two, but several FAOs. reported to our

.

interv}ewe:s that their institutions do not reconcile- award

. . . .
i . / @
.
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;
éhangesiand either increase or reduce a student's award accord-
i -
¢ .
ingly until late in the year. The second element of this rec-

3

ommendation, adding new spaces to the validation roster for
institutions to‘_submit enrollment and cost of attendance data
used to calculate expected disbursements, would also enhance ED's
monitoring of institutiona} calculation procedures.

This recommendation could be implemented without regulatory
or leglslatlve change; however, a task force including Title IV
program reviewers, managers of the PIMS program, and other ED
officials would want to carefully weigh the added processing
costs involved against the efficiency and cost benefits to be
gai;ed, since the firsr mid-year roster could closely parallel
the current ead-of-year roster. Implementation Yould be possible

in .the °1982-83 yearug\\

Recommendation 4-4 to allow FAOs to recalcﬁlate SEIs. and

.

make a first disbursement while waiting for a corrected SER would
not impose any major burden on any but those FAOs who exercise
this option. Initially, ED would have to shouldexr' the issuance

of guidelines éurrounding this new privilege and oversee the pas-

sage of this procedure throhgh the regukatéry process. Follow-
ing this, the ED Regional Offices may have to respond to morée

questions from FAOs on the correct use of the BEOG formula either

¢

t¢hrough an information service or training programs. .

The main benefit of this recommendation would be- to the stu-

'

’ den@ in not having to walt an inordinate amount of time for BEOG"

funds needed to pby for tuition or llVlnd expenses. In addition,

-
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insti;utions‘that accept the privilege woul@ have an incentive to
follow up and ensure the receipt of a corrected SER from the stu-
dgﬂt since they would otherwise be liable for any overpaymentss
One other implication of this recommendation has aspects of
both a cost and a benefit. Students aware that institutions :can
recalculate SEIs may postpone making SER corrections until
enrollment, thereby shifting thé institutional and procesgof SER
corrections workload to a-‘later time in the processing year. On
the otheg hand, correctiens to SERs made with the help of an FAOQ
may be more accurate and could cut down on’.the number of times a
SER }s returned to the central .processor before a Qalid SER is
produced. . '

The implementation of this recommendation would probably

requiiﬁ a regulatory change as well as consultation with the

financial aid community and, therefore, may not be feasible
w o
until 1983-84 (without a regulatory change,-~implementation could

be accomplished by 1982-8%3. .

Re commendation 4-5 td_fﬁiroduce a new processor edit to flag

1

for validation an applicanf who changes from dependeﬁt to inde-

-pendent status across or “within award years would impose the

./
greatest burden on the central processor, since the development

of crosé-year edit capability would be necessary. A minor burden
would’be placed on institutions because this~would.be an added
§alidation requirement. Finally, some independént students may
experience diféiculty in obtaining a copy of their parents' tax
formfto comply with this requirement.: 1In cht, Federal authority

- S

. . .
.
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to request a parent's tax form*as a condition for award may be
contingent upon the sigﬁature of an independent student's parent
on the initial application form. o

The benefit of this recommendation would be a new mecganism
to:reduce error and save prodram costs. It would also serve to
deter students (by pnblicizing the possibility of validation of
this item) from fd&sely reporting an independent status.

As stated previously, of the students in our sample who)

claimed to be independent on thelr BEOG application, 16 percent

were found to be dependent upon verification of their appllcatlon
[ ]

data. Analysis of verified dependent application data (collected

through the parent‘surveys) for these students shows that they

were overawarded by an average of $519. Recalcuiatfon ‘raised

_their SEIs by an average of 972 points. For the total BEOG

‘recipient population of 2.36 million,.this error transletes to an
estimated $74 mi}lion'in BBOG overawards. Certainly, a sigpifi-
cant portion of this errdr would be cut by having a mechanism in
place to verify with hard docunentation that an applicant is
truly independent.

/ The 1mplementaﬁ|on of this recommendation would depend on

how quickly the processor could develop a cross-year ed1t capa-

b111ty We understand that the current BEOG processing contraé-

tor is nearlng completion of a study on the costs and specifica-

tions for implementing these edits., ’

[}

Recommendation 4-6 to reqpire.students who are validated

(either by ED mandate or by institutions) to correct household

/ ! ’ .



- size ané the number in college to reflect the actual situation at
the time of enrollment would imposé a minor burden on the proces-
sor, the institution, and the student. The central processor
would receive more corrections, institutions would have to
require students to correct these items, and more students would
experience a delay in BEOG disbursements 4£unless Recommendation
4-4 is implemented) awaiting receipt of a corxrected SEB.

A Nevertheléss, the be;efits ‘of . this recommendationh shéuld
outweigh the administrative burdehs just aeségibed. For one, it
will brimg the actualgProcess of validation qyggae in line w;Lh the
intent of vglidation**to ensure thathEOG ;Qards are based on
correct applicadt data. In additioﬁ, it shquld reduce the total

amount of BEOG program error and would most iikely result in net.

&
cost savings in program expenditures. © s

Analysis shows that 22 percent of Qur-parent7studeﬁt sample
wrongly estimated household size for 1980-8%1 on their applica-
tions, and 19 percent misprojected the number in college. The
ef fects of these misestimaées'hre revealed through marginal error
analysis of our data. “Holding all other SER items constant and
discounting - the interactiyé effects of Qerifiéation, an- average
$14 éer_recipient, or potentially $33 million; could be §avéd by'
co;reéting household size through verification. In addition,
correctigg the number in colleg; just prior to award wauld reduce
overawards by an average of $6 for a potential program saving of

*

$14 million., "~

f T
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Verification of household size and number in college dould
be done in several ways. A notarized statement'signeé by parents
and students, similar to the current validation statement, could

. : . be required. However, if the fourth item og Recommendation 3-7,
changing the application \éata item from a projeéted household
size 'to the number of exemptions taken for the previous year,; is
implemented, a 1040 will verify the item. As an alternate method

for verifying the number in college, ED could print a standard

form to he complepéd by a registrar of the other family member's

institution - and stamped with the institution's seal cert{fying

>

the student's half-time to full-time enrollment. Upon comple-

tion, the form would be returned to the financial aid officer

0 . »

verifying this SER data item prior to disbursement,

-

Ll
- ¢
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CHAPTER 5

@ ¢

‘  PROCESSOR RECOMMENDATIONS . , .

As background for the chapter on improving Basic Grant

3

processing, we present Figure é-l, which outlines the flow of
processor operations. The student sends the applicatior;-to a
central or satellite prooessor. At the latter, the data'are.
cleaned then forwardod to thé ceotral_proce§sor thenceforth to be
treq}ed like applications originally sent there. At the central,
processor, the student s BEOG ellglblllty is determlned and the
SER produced. If rejected, the appllcapt must make corrections
on %héS%ER\de resubmlt 1t, but if the‘SEK is valid and the
student is ellglble, the form is,to be carried to the 1nst1tutlon
to initiate the student's award. For more detgils, the reader

may refer to "“Quality Control in the Basic Grant Processing

System" (Advanced Technology, June 24, 1981).
. . - ’

5.1 THE PROBLEMS - - -

Our surveys of the central Basic Grant application proces-

. ® H
sor and the satellite Multiple Data Entry [MDE] ‘processors

uncovered two dominant emphases: getting applioations into the
computer processing system for standardized edit checks' and

. b
record keeplng as quickly as possible, and meetihg internal and

¢

OSFA-dlctated QC standards rafher than surpassing thosé stand-

ards. We found these operatlng themes work moderately well to -

o

contrpl proeessor error. Processors are not a érfitical locus of

’
¢

BEOG error (see Chapter 2).

s

.
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‘We nevertheless identified six minor or” potential problem

areas where improvements could be made: delays in the receipt of

an’SER; imperfect. control of production quality.; duplication of

effort; excessive costs; inadequate control of applicant error, :we

fraud, and abuse;_ and inadequate ‘reporting for management

v

decision-making. In each case, we belieVe the problem and the
b

solution aré the joint responsibility of ED and the processors.

°

5.1.1 Delays in the Receipt of ,an SER ! _ .

\ Some applicants find themselves unable to ootain a valid SER
£

because their applicatiOn ‘data cannot pass the computer edits

that screen data for the calculation of an ellglblllty index.
.
Some delays occur 1n central processlng of the orrglnal appllca—

tlons themselves. These problems can .occur because of machine

N

fa;lures or logjams in the processing f%ow such as those caused

by the rg%glrghent that school 1dent1f1catlon codes be attached

- - s

mafiually to each non-MDE—orlglnated!appllcatlon before proces-

sing. Application processing dplays 6f a differept sort occurred

in the 1978-79 ahd'1980-8%’processid§ years. In each case, fegu;
latory and administrative changes within the Federal Government

led to delays in the processigd of applications 'and the receipt

f%f valid SERs. These’delays were largely out of the hands of

both the applitants and the pfocessors. .

Delays can a1so occur after the 1n1t1ai,SER is mailed. Once’

~

a .student's orlglnal application has been rejected the average

numbetr of subsequent transactions réqulred 40 obtain a valid SER

4 R . -

3

/‘




%Ontrol‘by ED over processing.

PR -

\ -

averages ,about two. Applicants rejected on their original appli-
cations have to wait over a mopth on the average befjfe receiving

another official SER. ' .Reasons for such problems- may include
4 LA ¥
sluggish corrections processing, diffjicult-to-understand correc-

tion dinstructions from the central processor, and difficulty in

reaching central processor phone personnel for. answers to appli- =

N

cation questions.-

5.1.2 Imperfect Control of Production Quality ;

. Among the problems Advanced Technology noted on our érocés-

-

sing surveys of this spring were a lack of clear " and precise-

R el AN . . .
definitions of the QC responsibilities of the central- and MDE ° ]
processors, a lack of ED control over MDE processor activities

-] - -~

~ o /"’ \,P‘ .
equal to that over the. central progessor, a lack of clear and ° ;

. . J A
precise. reporting standardsg for the central processor, and a lack
of complete dqta-security procedures at the central processor.

Together, these problems add up to a less than optimal level of
- - \

5.1.3 Duplication of Effort . »

The waste and rework associated with duplication of effért
in the processing Componeng.can come from two sources: éppli—'
‘cants having to submit data more than once or processors having. .
to process data more than once. - :

In eaéh case, the problem }ies lé}gely in thé rgjectioh of

applications due to students' f§ilure to ‘read and understand

-

instructions or to computerized edits that catch students whose

° . )~

s,




-imperfect staff and"naqhine configuration translate into avoild-

>

0P ‘resources, " under the aésumptidn» that timing problems and

'
r s ~

data appear wrong but are in'fact aceurate. A second source of

duplication lies in the internal progessor procedures for assur-

ing data guality. This duplication is for the most part—défensi-

ble, but efforts to strengthen QC procedures at the "front end"
of the process (e.g., tighter MDE edits) weuld‘obviate the need

for some later checks. A third source lies in the relations

between OSFA and the central proce;sor: there have been both

‘duplication’ of effort and gaps in the quallty c0ntrol and ana1<
. ® . .

ysrs proceaures due to a lack of° clarlty.ln the ‘central proces-

31ng contract: . « ‘ P . N L ) '

5'%;;“ i Excgﬁéive1Coste T : c‘, o ’ ": . /

g
3

- T, L . S \ .
In our examination of costs, we included any nonoptimal usfe

-
.

[N

able drains on Basic Grant maintenance funding of course,cv r-,

31ve coets, 51nce the proper level and deflnltlon Qf costs/are
matters of values rather than fact.. Nevertheless, certain

~

ogy 's "processor eurvey: manual steps that logjammed the cg¢ntral.
o . , . .
A

. 5 . C L. .
progégeor for as much as three days per application, uncle com~

munications‘betweenwEDjana the central processor that le fto a
waste.of time on both sidee, inadequate and deiayed ED rgsponses
to system problems, vague or over-detailed processor reporting
formats, and impreeise targeting of application edits and valida-

tion criteria for control’'of error, fraud§ and abuse.




5.1.5 Inadequate Control of Applicant Error, Fraud and Abuse

In the end, controlllng appllcatlon fraud and .abuse effi-
ciently is a major subBset of cost-effectiveness in application
processing, the prbnlem just discussedl The most critical short-
coming of céntral'processing in this area is thekimprecise stan-
dards for_initiating, eyaluatiné,.changing,Aand deleting eqits

and validation criteria in the processing “system. A second area
. ‘ i

- N . - -

‘for.improvement is in the actessibility of applkicant data to_ OSFA

‘ . - . - . ~
) .- Y A : . . ’
management. .- T .o o . . .
5.1Q6 Inadequa}e Reportlng for Management Dec1s1on—Mak1ng

A number of the: problems.ldentlfled above are closely linked
- to the fact that processor reports for_OSFA management decision-

. making are inadequate: The nature and format of tnese reports

are determined by ED working with the‘processors, but we believe

‘that neither party ie weli eerved by the present reports. The
definitions of' "errors'™ - are too often uncleat; the nonthly -

repopts are 'too QBlky and detailed; and processor-reported data

* are often not compared with historical or forecast patterns,

(even when they are, they are not adequately highlighted for

develdping problem areas). Such’'reporting shortcomings can delay,

and misdirect -OSFA management' décision-making.

5.2 NEAR-TERM RECOMMENDATIONS

. Three themes emerged from our survey of the problems in the

\
.

)

processing of Basic Grants: \ ’ N

»*

Q ¢ ) \ (]r)
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. e Rationalizing internal processor procedures
° Improving management decision-making tools '
) Improving the eff1c1ency of communlcatlons\ w1th stu-
dents .

“ . N

Figure 5-2 .relates these themes to the six problems just
identified. Rationalizing internal processor procedures to

improve timeliness, integrity, and control could help solve the

problems of SER delay, 1mperfect productlon control, duplication

of effort, and excessive costs.l Impfgv1ng management decision-

v--’

making tools could help solve the problems of SER delay, lack of

production control, excessive costs, inadequate control of appli-
cant error, fraud, and abuse, and inadequate reporting to manage- .

ment. Improving the efficiency of communications with students

-

through greater attention to clarity and accessibility could

» likewise effectively address the probleins of SER delay, inaccu-
- _ R .
" rate SEI calculations, inadequate control of applicant error,

fra?d, and‘abuse, and inadequate feporting to management. The
following are 13 specific recommendations to meet the 3 themes

[

just enumerated.

5.2.1 Theme #1: Rationalizing Internal Processing Procedures

We noted in processor operations some procedures that slow

' . .
or threaten the integrity of processing procedures. The follow-

'ing six.recommendations address the internal workings of the cen-

tral and MDE processors.
S ’ [

*
~ , - g . .

lye use the term "rationalizing" to refer to mdking-more effec-
tive use of resources at processors and ED. That is to say,
- resources could be used more rationally. -

! « . .




Aruitoxt provided by Eic:

THEME .

. -

" PROBLEM AREAS

. - INADEQUATE

_IMPERFECT CON- ., CONTROL oF

DELAYS IN THE TROL OR PRODUC~- * DUPLICATION . EXCESSIVE APPLICANT ERROR,' ~

RECEIPT OF AN SER TION QUALITY .. OF EFFORT CO8TS FRAUD, AND ABUSE

INADEQUAT
. REPORTING FOR
“MANASEMENT
DECISION MAKING

1. Rationallzing
Internal progessor
procedures

2. Improving management
'declslon-maklng tools

L
3. Improving the effi-
clency of communica-
tions with students

FIGURE 5-2 -

RELATIONSHIPS BETWEEN PROBLQ&‘AREAS IDENTIFIED
AND THEMES FOR PROCESSOR CORRECTIVE- ACTIONS




RECOMMENDATION 5-1: SERIALIZE EACH INDIVIDUAL BEOG APPLICA-

T
- - -

TION AT THE MAIL RECEIPT STAGE

* ’
~

Main‘Problom Addressed ’

° Imperfect control of production quality

Other Problems Addressed ‘ ) v

, L Delays in the receipt of an SER . -
‘e Duplication of effort

Currently, application forms are serialized for processing

. ) ~ .
only as they enter the machine edit phase. Earlier in the pro-

' cess, .forms are weighed in bulk to plan processing volumes. Such
Va . : . -
procedures are satisfactory for volume e§timates byt inadequate

from a strict QC .perspective. There should be no chance for lost
forms from 1na11 receipt through the cursory edit stages. In

,addltlon,‘such earlier serialization would allow more accurate

estlmates of total turnaround time for forms (currently, these
’ Te v . .
are achleveG by comblnlng separate pass through estimates from

various system compgnents). - ..

The process could be'initiated in several ways. All Basic
Grant appllcatlons could be serialized and that number could be

used to track an appllcatlon. The appllcant s social security

number, or an assigned number if it is‘ﬁi%eing, could serve as
the key.- Most simply, applications could be sequentially* stamped

with a,batch number upon receipt. The Penneylvania Higher

‘

Education Assistehpe Agency [PHEAA] has an exemplary process of

this sort whigh is tied into its on-line system that warrants

i

‘closer study.




- .
-

- N - ¢
RECOMMENDATION 5-2: EVALUATE ALTERNATIVE PROCEDURES FOR

LINKING SCHOOL IDENTIFICATION ‘AND APPLICATION PROCESSING

Main Problems dereséed

® Delays in the regeipt of an SER : -

-
. .

. /
® ExXxcessive costs .

*

For the approximately 15 percent of BEOG applicants who‘do
not enter the system by J%y of an MDE process%r; ther%'is‘a‘Qelay
in proéessing of their applications cauéed by the need for visual
lookup of the schools 'to which the applicanﬁs state'théir data

~should be sent. This "yendor code" 1lookup procedure at the

.

1 " ¢

central processor requires as many as 3 extra days of processing

‘time for these\ approx1mate1y 750 000 forms, so revising this

-

*
procedure could apprec1ab1y decrease turnaround time for BEOG

agplicgtions. ‘There are 3 altérnatives to the curpent process.
" First, have the students look up the vendor codes .themselves, as

the MDEs currently require for thejr aid forms. - Second, drop the

school ID entirely. Finally, institute an alternate means of

)

target school identification.
¢ 4

The second -alternative seems preferable at"first dlance,
The school rosters which derive frOm ‘these codes are of only
marglnal prec;51on (students!often do not attend the schools they
name on the form) and are viewed as such by all parties to the
sy;£em,'inc1uding ED, which uses the data for management'info¥ma-
tiqn‘purposes: Even as flawed as the cu;rent roster system is,

however, "FA®s tell us the rosters are significant administrative

, tools on some campuses. Accordingly, the third alternative



’ - - .

- . -

becomes more appealing: institute a more precise assessment of
student enrollment- choice, based on data  from later in the
enrollment cycle, to'the roster system, with a mult1pLe ChOlce

,questlon on the BEGG appllcatlon form for preferred school.type,

reglon, and sd forth serv1ng for ED reportlng needs eardy in the

»

. $
M_gycle. The ’ problem with this proposal lles in its tlmlng«and

< . \ ‘

T cost: many schools that use the roster 1nformatlon like to have
it early to plan aldspackages and'to track down unusual cases,
and the 1n1t1atlon of processor contacts with appchants weeks or

months £fter the final SER is produced could lead to problems in

o\ .

changed addresses and 1ncreased md&iling and processing costs. . .

We propose that ED undertake a study of advisability of
¢ P
§> .adoptihg one of the three proposals just outlined.. A :fourth

~ 1

Optlon to be considereéd simultaneously is, of course, maifitaining

. . .
the present system. We do nod think such an analysis would be

'
, ) costly or t1me—consum1ng
‘ r
: . RECOMMENDATION | 5-3: INCREASE THE SECURITY PROCEDURES FOR
— T :

i

HANDﬂING TRANSFER OF DATA BETWEEN SITES _

Main Problem Addressed

v

S ‘Imperfect control of production quality’ . .
. - .

At two points during the processing it ds necessary to

transfer application data between, sites: when applications are

sent off-=site for keypunching then retyrned to the processors and

when application data are sent by tape” from an MDE site to the

’ N - ?
' central processor. During the course of our site visit it was. \k

' e
I ' 5-111\/\) . . \

-

~
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noted that tapes sent to the central processqQr, Systems Develop-
) - \ * L3

~

ment Corporation [SDC], by their data entry dubggntractors and by -

. . ko . AN . .

MDE participants were being returned without being epaseé.l.

This presents the problein that tapes with confidential BEOG data

&

could migraté'into dncontrblLed'processing,activiﬁies and envi-

ronments. We recommend that all data transfer and. data entry.

tapes. be strictly controlled and accounted for,
- ]

N

The implementation*of this recommgndation is relatively sim-

’ple. First, there should be a limited number _of 'tapes utilized
in the data tl;nsfer process and they shou}d ée owned by thee pro-

¢
cessors. Thqs will ensuyre a precise€ accountability of all the’

.

tapes and make enforcement of .the _controls mare feasib;e.
Second, é log should be kegﬁ which details the use’oﬁ thg tapes,
ineluding éoqtents. After the tape'hastbéen utilized in‘ﬁrodgc—
£ion and bé%ore it is released for use off-site, it shbu%d be

erased.

X .
RECOMMENDATIQN 5-4% - PRECISELY SPECIFY QUALITY CONTROL

%,

- REQUIREMENTS IN THE CENTRAL PROCESSING CONTRACT.

Main Problems Addressed .

h(: / LY . .‘
.® _ Imperfect control of production quality -
' ‘ /
® Exié551vq costs
L Y ‘,
Other Problems AddresS$ed :
. N
® Inadequate control of applicant error, fraud,” and abuse
° Duplicatjon of.effort ,

\ . .

lEheE? were some indications (that tapes were not being returned
at a

5-12 e
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There -has been some question‘Lmong ED and central pr;Lessor

staff as to precisely which quality control procedures are
- ‘e R .

required by contract and which are not required The lack of

- N v /‘

clarity focuses in the main on those kinds of aCtLVltleS wh1ch

[ .

are not d1recq1y refated to production processes. , For exampleL
i ! * *

/

'everyone agrees phone'cal} completion rates should be closely

monitored but whether studylng and ewentually undertaking cqr-

rectlve act;ons to dedrease the' number(0f phone calls is part of
the ‘contract or not,1s.unclear.. Everyone agrees such actions are
important, but the locus of -oréanizational responsibility for

. i . 1 ,
such activities.should also be agreed upon and formalifted as soon
: \ , -, ) ~ “ . A

as possible. '

<
’ -
.

RECOMMENDMLQON '5-5- DEDICATE. MORE ED STAFF TAME TO ON- SITE

-

MONITORING OF THE CENTRAL AND MDE PROCESSORS. *

- y
Ma1n~Problems Addressed ) .
< R -

® vaperfect\control of productlon quality

e X Inadequate reporting ‘for management dec1slon-mak1ng

-

- Other Pfoblem Addressed -
. N - \ A

o " eiays "in “the recdlpt of an SER

. v

Large scale Government contracts away, from the Washington,
4 .

?jc., area are c0mmon1y'inspected on—sitgdpy Government officials

on a frequent "and’ regular schedule. The absence of such an

{

arrangement ‘in BEOG processing works to the detriment of both ED
and the contractor. The private contractor would benefit from -
: ' ) i .

having quicker action on requests to Ep'and clearer ED processor

resources and constraints. ED would benefit ffrom each'bf these

-

.

5-13 1}:”
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factors dnd would also be better able to monitor contractor per-
. L . ’ .
’ formance. Care should nevertheless be takeﬁ'te\slearly specify

. in advaqce the details of the arrangement (e.g., the chains of .

command and the <individual areas of responsibility).

In a similar vein, we urge ED to begin regular ﬁonthly o;—
site inspections of the various MDE operations. These oﬁerétions
account for approximatelym§5 percént of the application procéss—
ing but are monitored even less frequently and intensively than'

central processor operations. i

RECOMMENDATION 5-6: TIGHTEN MDE PRE-EDITS.

Main Problems Addressed - ’ .

>
° Inadequate ‘control of applicant error, fraud, and abuse
¢ . .
® Imperfect control of production quality
° Duplication of effort .

Other Problems Addressed - , :

\

o ﬁelays in the receipt of an SER ,

° Excessive costs

x

The importance of ,the edits taking place at MDE sites prior

«»

-

v to entry into the BEOG processing system cannot be underestima-
PR » Y

ted. As is, these'afé basically data-formatting edits, which are
in turn rechecked by the central proceésor. An analysis showed
the requirements for these editﬁfare too restricted in the scope
of their error contréi activities. ‘They create waste and rework
.at the éé;trél processbg that could be avoided. For example, at

SDC a form pulled from the fifal SER mailing queue contained the

-

phrase "BEOG Applicant" where the name and address should have

"

5"’14 [
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been keypurx;ched. Virtually no othd@ application identified data
were printed 6n the entire SER, and undé%sténdablylit had numer-
ous edit messages. This application, which originated at the

College Scholarshia»Service [Ccss], nhad violated no QC. require-

cq s . -
ments until it was detected and stopped at the SDC mail room. - At

this point, all outgoing envelopes are scanned for complete

P
H

address‘information. B .
- 'Some attertidn in MDE pre-edits to substantive as well as
formatting factors would undSubtedly help reduce these problems.
Unfo}tunately, we have no hard data on the extent"of such

problems, .and the cost® and benefits of major expansion of MDE
, » - .

edits would naturally have to be examined closely. But for the
Y

-xp

s N N . ..
particular 'kind of problem just described, a requirement that

application data processed at MDE sites have a usable name and

.

address seems a ,straightforward starting point.

5.2.2 Theme #2: Improving Management Decision-Making Tools

The second theme that arose from our surveys’ was the exis-
tence of several barriers to effective OSFA decision-making
regafding proces'sor operations. = These barriers include both

reporting problems and problems in processing flows, as-high—

lighted in Figur® 9—%; The following are four recommendations

-
-

addressing the problems in decision-making tools. .

N ooy

s&

i
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) RECOMMENDATION 5-7: JUSTIFY IN DETAIL THE NEED AT ED FOR

--EACH PROCESSOR REPORT CURRENTLY REQUIRED ‘BY CONTRACT. ¢

Main Problems Addressed ) » .

©

° Inadequate ‘reporting for managemen£ decision-making ’

@ + Excessive costs | »

. - - .
’

The .enormous quantities of , information flowing from the

processor to” ED, and the generalized belief that a comprehensive

reporting needs assessment is 1mperat1ve, make thls an unsurpris-

ing recommendation. But the task 1§*not 4s simple as it sounds.
g

In the absence of an On—lineé%ggigement Information System‘[MIS]

B

at ED, producing a volume of information greater than called for

by immediate needs may be advisable for meeting unexpected
o .

requests from Congress .or others. With an MIS, however, this

.

volume could be decreased.

>

”

Whatevey the resources now Oor soon available, an exhaustive
survey of’ immediate and potentiali users' needs .is a necessary

first step to improvement. We understand SDC is working on a
preliminary survey of these issues now, through the 4 IMAP"

.

pro;ect. A second necessary step is the development of extensive
1nd1v1dua11zed packaging of repprts for ED staff, so none

receives reports not regularly used.

RECOMMENDATION 5-8: ESTABLISH AT ED AN ON-LINE MONTHLY

APPLICANT SAMPLE DATA- BASE.

Main Problems Addressed

° Inadequate reporting for management decision-making
; R

\\

° Inadequate control of applicant error, fraud, and abuse

o

e



~

Other Problem Addressed

r

e Excessive costs

s Useful analysié of system performance  requires the estab-

s

use at both the central processor and ED. The flexible response
. Qe . .
‘capability of such a data base would not only allow the volume of

regulaf.ﬁard copy reports to decrease {see Recommendation® 5-7)
-
. . b
but also increase the chances for quick and well-targeted correc-

|
! .

tive actions due to more complete and timely information. JIn

IS
-

addition, the new data base would. facilitate quick.turnaround
response to congressional and public informational needs and

-4 »
would help in evaluating potential long-term system changes.

Critical to this process is pfoducing representative appli-

i [N ’
cant profiles that reflect the overall applicant population and/

or are based in stratified samples of certain segments of that

1

populationz This will require a skilled statistician who under-
o )

stands the applicant population characteristics. To initiate the

on-line system will require a limited degree of hardware and
software supporﬁ and some training for OSFA staff. The software
could utilize one or more of the, standard statistical packages

(SPSS and SAS{. After implementation, ED should have ongoing

access to someone knowledgeable in sampling, weighting, and

multivariate téchniques, in order to profit. optimally from this

“

"

- recommendation.

2 e e s 2 2 4o

.
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_Main Problems Addressed

RECOMMENDATION' 5-9: USE MORE APPROPRIATE AND MORE CLEARLY

DEFINED ERROR CALCULATIONS IN REGULAR CENTRAL PROCESSOR REPORTS

TO ED. - ;

° Inadequate reporting for management decision-making
v N .

e  Imperfect control of production quality

- . . N .

Other Problem Addressed

. e Expeeeive costs . . .
- The definition of "error” is not as straightforward as it
might seem. = Oa data entry from the application form, error can

be stated at the level of keystroke, a. data item, or the form

IS

itself. In addition, an error can be in.a critical field or a

noncritical field. On phone call completfon rates, an error can

be a call not reachlng ‘an SDC operator (due to inadequate line

capac1ty) or it can be a wait of gger 10 minutes once the call is

."

into the SDC phone system. It also can be some domblnatlon of

access and time. .Clearly, reports that .errors are not greater
than 1 percent in data entry or greater than' 15 percent in phone
completion are not sufficient as ED QC guidelines for central

processor activities. Similatly, the use of undefihed verbal

- terms for QC reporte (e.g., "acceptable") should be avoided.

Both sides need to agree upon precisely what is to be included in
reports. Other&ise, the reporting and quality control require-
ments are Smely not very meanlngful

These def1n1t10na1 efforts will not be easy by any means,

»

but they are fundamental to quality improvement efforts in Basig



Grant processing. As a beglnnlng, we recommend (1) data- entry

»

error rates should be tallied and reported quantltatlvely at each

-

of the three levels (keystroke, 1temztand form), (2)_phone call
completion rates should likewise be tallied and reported
- . .
quantitatively in both acceSS‘and time formats, and (3? other
error prone components of "BECG processing should” be s1m11arly
reparted in a11 quallty -related areas. ” ' .

~

RECOMMENDATION 5-10: INCLUDE IN ALL REGULAR PROCESSOR

REPORTS TO ED A CLEARLY UNDERSTOOD "SYSTEM —~ALARM" CAPABILITY

Main Problems Addressed ° ' ‘ . .

) Inadequate reporting for-management decisionémaking
' L) . s 't\ S
) Excessive costs v
0 , ’\A N
. . Delays 1n%}he receipt of an SER A
ey b, A
Other Problems dddressed , .

e Imperféct control of production quality

PPN Yo

® Inadequate control of applicant error, fraud an@ abuse

Recommendation 5-9 covered the what of processor reporting.
Now, Recommendatlgn 5-10 addresses the how. 'A number of‘reports
regardlng process1ng go to ED, ranglng from bulky, computerigen-
etated management and natlonaﬁ“statistics to typewritten moﬂéhf&
and weekly status reports. Mgst‘of the information contained in
these reports is valuable, but the clarity and immediate useful-
ness of the reports raryﬁ A clearly understood "system&aiarm"
capabiliry is mandatory. By that, swe mean the reporps should
contain obvious visual cues to alert managers at ED to problems

[

in the system (e.g., phone completion rates lower than planned).

-1

-
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A three-step process 3hould be followed. First, whenever

- . -~ k I
feasible, present both current and cumulative data, and’ present
them next to useful comparative data. Comparative data should

include both historical data and forecaste& data for the relevant

period' Second, develop a method for highlighting §7€aﬂthat are
)

well out of their hlstorlcal or forecasted range. An asterisk by -

" such da‘a might sufflce. Another suggestion that hight facili-

tate this process wguld be to increase the use of graphics in

reporting; with linear boundaries for expected behaviors. Third,

.provide ED management with explanatory material regarding all

out-of-range data and data that are prOgressively approacﬁing

L.

being out of range.
Clearly, a full-range.MIS cannot be designed in a short time

period. As an interim measure, however, reguldr hardcopy reebrts
5

from SDC could Be modified for 1981-82.

5.2.3 |, Theme #3: Improving the Efficiency of Communications
with Students .

Processor communications with students can be of both the

nearrot and stick" variety. In other words, they can be solici-

tous or threatening. They één also be unclear. The thfee fol-

lowlng recqgmendations represent an attempt to address ,the issues

s -

of delays in processing, 1naccurac1es in proce551ng, fraud and,

N

abuse 1in obtalnlng awards, and 1nadequate reports for manage-

ment dec1s10n—mak1ng by encouraging more effectlve and useful

communications with students« ) .

AR - - -~ .

# 4

i
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RECOMMENDATION 5-11: UTILIZE AT ED SUMMARY '‘CORRESPONDENCE

DATA BEING NEWLY PRODUCED AT THE CENTRAL PROCESSOR.

Main Problem Addressed: - & .
T e Ingdequate reporting for management decision-making

. . N . -
For years the correspondence sector of processing was rather

invisible from an ED management information perspective. . There -

' was no attempt to comprehensively summarize the volume and k'nds
of 1etters that went out to students. Now SDC is in the proiess
of installing equipment that will facilitate not only their own
» correspondence production but.also tpe ED management decision-
making regarding pxoblems in the application form, delivery
L J - .

system, and so forth. For example, when a composited fstter:

regarding some application problem has 'achieved enough volume to

‘become ‘a ffym letter at SDC, ED should be. made aware Oof the %
; situation in order to determine how to address-the particular :
) 9rowing proplem. In effect, student needs are reflected through .
those letters. - SDC should therefore place detailed data on

corresbondence activities in its reports to ED (e.g., the Monthly .

Summary Reports to management), and the_materialf;nould become a v
sZandard element in ED decision-making.

RECOMMENDAEEDN 5-12: IMPLEMENT SYSTEMATIC QUANTITATIVE CRI- "
TERYA FOR Tx%" INITIATION,‘ EVALUATION, ;xND MAINTENANCE OF EACH‘ )

COMPUTE EDIT AND,VALIDATION'CRITERION. ’
S R . ] .

. Maing@gpblems Addressed ;

i ° Inadequate control of appl;cant errox, fraud, and abuse
. ah ‘a
///3 Inadequate reportlng for m&nagement decision-making

7 “ ¢ 4




©  system;

.Other Problem Addressed

e

;' Delays in.the receipt of an SER
A number of recent attempts have been made to' evaluate
existing edits ahd validation criteria (PECs) and to improve upon
them. ED and sDC sbouldwimmediatelyiinstitute an‘ongoing analy-
sis and reporting system for thisg purpose. As a minimum,°we pro-
. .
pose that eech edit and PEC be compared to others on the basis of

ﬂl) the proportion of applicénts nakingssubsequent corrections;
(2) the effective SEI change resulting -from those corrections;
'(3)cthe proportlon of applicants not maklng any subsequent cor-
rections but verlfylng the application data: $4) the proportion
of appllcants not making data changes and not reentering the

t
flagged for valldatlon who are flaggeé\br rejected again after
,making changes on the initial application; and (6) tpe proportion

\ . ), . - .
. of unduplicated rejects out of all rejects (for edits only).

t‘o ~—
These data will aid the assesSment of SEI/award srgnificance and
- 5; ch B
needless appllcantghassles associated w1th each ed1t dnc/BEC and

1

thereby facilitate the maintenarce, ‘and. replacement of

Y . N - N . 2
the edits and PECs. a K ‘

change,

~a
-

T -
Work previou . done on these topics at ACT, Advanced Tech-
. . [} )

-

nology, SDC, ané%*elsewhere prov1des .2 good starting point.
Indeed, transferrlng elemerits o% thos;'enalyses to standarc pro-
cedures‘should not be dlfflcult. There are/f:% course, complex1-
ties in the approach (e.qg., SEIs usually cannot be computed for

rejected data without making heroic assumgtlons), but_the task is

~ ®

R . 5w22 !

(5) the proportion “of appllcants 1n1t1a11y rejected or:--
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=

n&t only doabhmzﬁeg ab%q&utely necessary. The current edits and

: PECs contaln ggﬁgasuie of&dupllcatlon and 1neff1c1ency that could

be’ Stralghtforwar Y. a' sed_and ended by systematlc, ‘compre-

’\\

hensive analysls an ; \L g tactics.
988? Q

-y .

e

The 1mportance oﬁ° s;récqpmendation groWs when one c¢onsi-
':’\iat‘:\ | VO
ders the long-term- futﬁre*ﬁdf OSFA programs. ' Current Optlons
nw? .-

belng conslderedavht %§FA 1§E1ude the valldatLon of certain

v

Campus-based aid rec1p;e§ts\, Many of }hese students would pot
have recelved Basic Grants because of ineligibility. Validation
criteria would have to be egbandég t® include a population that
is financially better off. .

[

RECOMMENDA@%ON 5= lég, SYSTEMATICALLY ASSESS APPLICANT SATIS~
\

FACTION WITH PROQﬁSSING-
v“ . ‘I
Main Problems Addressed

b

° Inadequate reparting for management decigion-making

‘e Delays in the receipt of an SER

-

Basic Grant proae;sing has as its ultimate "customer" the
é

applicant, yet few systematic aftempts are made to .find out what
. . : ) )
the student thinks about the system. An ongoing effort to find

»

out would give student applicants a chande to let off steam (et

. ) l/,
there is any), inform the processor and ED about apparent and
> ) Q I P2

\\Fonapparent problems “in applicétion forms and processing, and

¢ L}
help solve minor delq‘srln individual appllcatlons‘ - We suggest
- @ e
the use of regular postcard surveys of applicants in various

* stages of processing, perhaps sampling 5 percent of those who are

in history-corrections for over 2 months, 1 percent of those who
’ - ~ Ay

R’




-

’ -

—~

- achieved an SEI on the first try, 20 percent of'those having more
than 3 rejects, and so forth. The postcards might .include on a
. trial. experimental basis an Option for the applicant to include a

telephotie number for the processor to call to facilitate process-

-

ing that applicant's data (processor calls to applicants are, not

-~

currently:. allowed). The .,results of these tactics might very well

S

lead to a more responsive, flexible, and successful processing
system. . ] ’ , .

~
’

5.3 IMPLICATIONS OF THE RECOMMENDATIONS

In the following section, we review the costs, risks, and
>

benefits involved in each recommendation and discuss their tim-

*

ing, staffing, and legislative f%plications. Because the proces-

. sor componeﬁt, unlike the applicant andninstgtutidh.comﬁonents,
is small and self-contained apd is under contractual agreeménts
with ED, implemeﬁting corrective actions is a more étraight—
forward task. Acqordingly, we can istiﬁéte mbre precisely the
time and.levels of effort invol&ed in the recommendations for
this component. K ’""‘TJ .

N M ‘ L - t
Recommendation 5-1, 4+©)change central processor procedures

to aéEeQ *tracking individual applications from entry, entails

estimated costs as follows: one to two analfsts over two months

.

for establishing system specifications and report requirements;
one to two, analysts over another month for assisting in soﬁgwaré

modificatiqg and dev§10pment;-'énd two programmers for two to

three months for various system and reporting impleﬂtntatipn and




’
. -

1

,testing tasks. One .analyst might also be required to monitor

initial, operations off the system. Implenientation could take
place in early winter just before new applications begin to

arrive in a processing year. There are few risks to processing

- from the recommepdation.

- -
a

The séecific benefits from this recommendation come in
S : .

reduced chances for lost Br delayed applicafions, enhanced assur-
ance of data privacx, and'better tracking of wolumes'’®and flows
for production timeliness and qﬁality. Overail, Qe believe both
the short-term costs and short-term benefits are moderate, but
over Lhe long term the benefits will faé outweigh the costs. No
new fegulatory or legislative requirements are foreseen.

b
f

Recommendation 5-2, to study the alternatives to current

school code procedures for applica{ion aata, is a relgtively low

cost matter, involving the use of a systems analyst, a management
. .

analyst, and an item-survey specialist d;ér,one to two months,-
plus possibly’ a programmer for one to two months -should his or
her services be needed for system development, implementation

planning, ahd tests. ' . ,J)

T -

The benefits would ¢ome in fewer délays in processing BEOG
applications and greater <ontrol- over processing costs. The

risks of this recommendation are largely political and flow from

>

the fesults of the recommeﬁzsﬁion to stuSy, not the-study itself:
some 1institutions may oppdse the Yeventual resolution of the

problem. Overall, the benefits of at ledst studying the issue
are moderate while ‘the costs are low. g

2
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* o

-
»

The éﬁudy should begin as soo% as possible because the lag
time to implementatdion o? some of the prOppsal alternatixes ;s
long. Fg} exgmple, any sur&eyJBE students after éhéir receipt of
<« a valid SER would require survey design. and ‘clearances before a

processing yeai .began, and any use of institution codes would

Eequiré changes| to the form, additional méiling expenses for a
. - ’

-

codebook, and possible additional phone lines for answering stu-

dents' quegtioné./ New regulatory clearances would be necessary

4

for changes to the data collection and data dissemination aspects
P P 4 - .
of processing. .

- : .
Recommendation 5-3, calling for increased seturity proce-

dures for handling of data between sites, has low <¢osts: . one

,  systems analyst working less thaé one month to review data.
handling/transfer procedures, write new procedures, and moniﬁSr
implementation. The risks to progessing of this recommendaéion

. would be very low, and the benefits in terms of privacy protec-
tion would be moderate. NO new regﬁlatg;y'or'legislative actions
P .

would be required. -In fact, current practices may be violating
) . 4 ‘

A

Federal regulatory mandates. ° The—timing for iﬂplemeﬁting the
recommendation_ is flexible as to the time of year, but we do
believe a near-term start is advisgble. : , . .'ﬁnﬁJ

Récommendation 5-4 calls for precise specificatién of qual-

. ity control requirements in the .processing contract, a need best .

-

met by ED staff discussions in the very near term, The costs are
the time it will take for ED staff to delineate the precise BEOG

QC requirements for the central processor, the MDE contractors,
Y ' c

.
- . e . ’

. . 5-26

t\ ' 12'




~ . .
and itself; the time and money it will take. for EDsto confer with

——

processor'steffs over the detailed requirements:; and the time and

* 7

moriey it will takes to come to final legal and financial contract

terms with the central procegsor after broad outlines have been

. -

agreed upon. These moves would have taebe‘concluded by the time

anr,existing contract was ending. All told, we estimate +two

¢

¢ ization of contract terms. ,We/estiffate the processing risks
involved to be low.
< ﬁ\' A = i : !4 ~
_ -The benefits, as discussed earlier, would include’ clearer

définitio‘ ED and processor responsibilities .and the conse-
P ' -

o 'quentlaliy 1mproved use of processor amd ED resources. ‘These

: 4
beneflts are’ moderate to hlgh, "and they clearly outweigh the

2R = N

X .éosts in~Both the*short and- Tong term. What i's more, we foresee

> N . - ’
> . .

no new regulatory or legislative requirements.- <

-

Recommendation 5-5, which proposes intensified on-site ED

processor monitoring, wil require moderate gosts for planning,

.

1mplementatlon, .and operation._, We estlmate it w1ll requ1re Oone

.

months for ED to Eaecify its QC requirehents.for centfai proces=

sing and two months for discussing with the processor and final-

A

| s - - —

. analyst one month to determine dutles, protocols for inspections,
areas of pfoprietary information,’ responsibilities, and reporting
arrandements; one Gs 12- 13 monitor-either for more frequent cen-
;ral processor- visits (1nclud1ng travél costs) or for permanent

4 . . . .
oh-site placement; and one GS 12;13 monitor for,perlodlc inspecs

tion of CsS, Ag@}i and PHEAA sf%es (including _ travel’ cgstsg.




-

.
Pl

The benefits of the recommendation will come in imprdved
responsiveness gnd control for both ED andLshg processors, lead-
ing to better producfion ‘quality and timeliness.. The benefits
for_ihiswrecbmméﬁdation“easilyMQutwéigh«thefcgstskwbutththhaxe
ongoing and moderate to large in scope. |

The timing of‘implementing the recoﬁﬁeqdation for the cen-
tral processor should be roughly as follSWSa one month for anél—
ysis: of duties, reporting arrangements, gﬁd so'forth“(see the ,
previous pagé); two to three Tij&hs for caﬁﬁidéte selection; two
to three months for relocatioﬁ 1

month for familiarization. The central processor monitor should

f that option is chosen; and one
I

be fully trained aﬁd ready to work by the time ® new processing

{ .
year begins in January. The implementation of. intensified MDE

visits is much more straightforward: it 'should take only dne to

4

two months after candidate selection.

We foresee no necessity\for regulatory or legislative change
A

due to this recommendation, but the contracts with the processors

would necessarily have to be modified.

,Recbmmendétion 5-6, calling for tightened MDE edits, will

require one to two analysts for two to three months to analyze
. * &

the. scope and effectiveness of existing MDE edits and make
. ) o . . 8
recommendations, .two|programmers for one to two months "to change

and test MDE edits at each MDE site and MDE pre;processing checks,

at the central processor site, and one to three months of ED time

v

to .modify existing MDE contracts and regulations as necessary.
. ]

L] v e
L -
. ]
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% . .
The benelfts would be a better knowledge of the extent of "waste-
processing” at the central processor, reduced costs for ?that

waste, and reduced duplication of effort by processors and

students. - The costs—of this -analysis—and -implementation- are — — ——|

. ’ . »
small to' moderate, and the potential benefits are moderate to ’

large, since 85 percent of all BEOG applicants originate at the
+ -

MDE sites.

Some regulatory and contract changes might be required #for
implementing the recommendation; so work"on tightening edits
should begin ‘at least six months in advance of the start of a new
. procéssing year. .

Recomméndation 5-7, for ED justification of all procassor

reports, will require two to three months for ED self-analysis,
led by a staff member br consultant  familiar with survey/itém

design and management information systems. Some’ preliminary

steps have already been taken by ED in conjunction with the
central processor. ED will. need to make degisions on: report

distribution within that time frame and initiate joint imple-

s

mentation efforts wﬁth the central processor over the next two

months. Implementation of _new reporting formats and distribution
,~

should coincide with the start of a new précessing year. ED

should continue over thosge and subsequent months to consider

future automation of the system and develop general specifica-
td

t1¢ns (see other recommendations on reportlng in this chapter).
O v
No short term regulatory or. leglslatlve changes w111 be requlred

".,

for.thls recommendatlonhﬁ .

»

~ - . N




The benefits will come in decreased costs and numbers of

reports for various Federal managers. and staff, £ailoring of

i -

,reporting for those peoples' #ndividual ﬁeeds, ana solid planning
- ¥ for future reporting improvements' utilizing electronic technol-
ogy.‘ The.beﬁé%its of this recommendatfég are'moderate to large
and the costs are small, moderat@;oand short-term. ,After nearly
a decade of incremental changes to BEOG re%orts and report dis;
tributions, few if any ED staffers know yh; uses which reports

for what, so the case for this recommendation is strong.

Recommendation 5-8, calling for the establishment of an on-

line maonthly sample data base at ED, will require a one-month

> feasibility survey of ED's current and forecast information needs

~

and staff capabilities, .cost limitations, and equipment avail-
ability; two to three months for designing the system and speci-

fying required equipment and software:; three to four months for

[ -www{

development; two to—three months for implementation and testing;

and one month for training of. Government personnel in program-

AN

ming, sampling, and analysis. A full-time team*of two analysts
- ¢ s

and two programmers could accomplish theég tasks. The activities

. ~Ahould all be complete prior to the beginning of a new processing-

year. - The risks.come in inadequate training of personnel, inade-

N .

quate equipment or sqftWare responsiveness to the deadline-

k)

oriented environment of OSFA analysis, and inaccurate sampling or

nificant and can be avoided only by

design leading to inaccurat conclusions about application pat-
terns. These risks are éij

I

total ED dedication to doihg.the job fully and correctly. With

5-30 : , :
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only half a commitment from ED, OSFA could be saddled with a
costly white elephant of little use to management.

The benefits of this recommendation for management actions

-

and forecastsnfar\ouéweigh,the estimated moderate level of costs,

however, #Assuming full ED commitment and no regulatory or legis-

u

lative changes.

Recommendations 5-9 and 5-10, which suggest that ED and the
[‘\

Gentral processor coogérate to imp}pve error calculations, defi-
nitions, and 'reporting for QC reports, will together require
three analysts working‘four to six months on analysis of the
problem, then one month designing the imgioved reportgs, and one
month impiemeq;ing the reports. These low.costs, and the rigk of
.controversy over the contractpally specified definitions of
error, are faé outweighed by the high benefits of better ED con-
5]

trol of produstion quality, better reporting to ED, better cost
control, and more timely processing. ‘

No regulatory or legislativé changeé will be neceésary, but
some COntractgél modifiggtions may be required. Theg most appro-
priate way to introduce a new syétem of measurement and reporting
is via a seriés of trial runs on older data, if possible, priqé

£o the start’of the system.

Recommendation 5-11, calling for ED to utilize the summary

o -

correspondence data now being produced at the centrxal processor,

is not likely ‘to cost much. The design of effective correspon-

dence report -formats for ED and. the implementation of those

>

reports could be accomplished in one month By an analyst and

rd

- .t
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could be implemented at any stage in the processing vyear
(although, as always, a start of a new processing year is pref-

erable for new kinds of‘reporting for comparabiiity purposes

{

within a cycle). The benefits would be smali to modefate, and no

>

regulatory or legislative changes would be required.

| Recommendation 5-12 calls for implementing systematic.quan-
R s .
. . . o . s , , s .
titative criteria for the initiation, evaluation, and maintenance

of each compute edit and validation criterion edit. [The determi-
nation of appropriate oriteria via analysis of application data

4
and review of previous reports on this topic would require one

senior analyst and one junior analyst about two mo?ths to com-

Plete. The specification and implementation in the fall develop-

ment process for the forthcoming processing year would require

o -

another two months of a system analyst: current PECs and eq}ts
1

would be revised, deleted, or maintained and new &dits added, as

advised by the qﬁantitative criteria devised.

The benefits of these efforts would be more efficiently’tar-

geted .control of applicant error, fraud, and abuse and clearer,

s~

more use?ul reports fo management. These impoftant benefits
would easily Butweigh tﬁg costs, pargicularly‘over the longer
term, after implementation of the methods is complete and cur-
rent edits are revised appropriateiy. No legislative or regula-
tory changes are foreséen,’ although contractual modifications

might be necessary for the central processor's,increased workload

in starting up the effort. B -

2 2
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The final recommendation, Recommendation 5-13, calls for

assessment of applicanté' satisfaction with their experi@nées in
the processing system. The startup costs for this action are
moderate and include the use of a skilled survey analyst and an
experienced BEOG manager/analyst for three months in conceptuéli-
zation apd degsign of the survey (e.g:, sample sizes, items, med-
ium), and on moﬂth for the final implementation of the survey,
inéluding user manuals for processors and OSFA. The implementa-
tion should be phased to precedelihe start of a néw pgoceésing
year, and allowance should be made for the possible need for
Federal clearances for data gathering. We foresee no need for
new regulations or legislation at this time, but there would
have to be sémé kind of contract modification or task order for
the central processor or a contract award to another organiza-
tion, if‘ the survey is not to be conducted by OSFA. ®
» The risks invoﬁved in this récommendation could be substaﬂ-
tial, Students may take surveys ds official, personalized Gov-
ernment communications and use them incorrectly for making cot-—
rections to their data. Alternatively,” they may refuse to
* partiéipaté for fear of repercussions from negative comments.
*Similarly, they may expect some personalized attention from
"letting off steam" and ﬁot receive: any. In sum, the design of
the new forms of communications with students would have to take
into account the potential dangers as well as rewards of such
5

contacts, We believe.these risks can be overcome by careful

planning. ‘ .

P




The benefits will be greatly improved and increased informa-

tion for OSFA decision-making regarding students' experiences in
N L )

applying and 7in procesging and potentially fewe{‘delays in stu-

- i
dents' redeiving their SERs. A specific major be;;?Tb\gight come

in information.regarding the .clarity of the application instruc-

tions and icomputer edit comments. The short-term benefits may

5
A
%

not outweiéh the costs, which c¢ould be moderate, but over gpe

longer term,we believe the satisfaction assessment procedure

would be well worthwhile. After the establishment off the system
- « .

and its use in a full processing year, its benefits sheild be
N ¢ li‘

compared to costs and the survey system expanded or shrunk

'/

.

accordingly.
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will affect activities in the delivery system component we have

CHAPTER 6
INTERRELATING THE VARIOUS MECHANICAL RECOMMENDATIONS

Y 7/
Each of the three preceding chapters has presented mechani-
~ ,
cal action recommendations for a particular non-Federal compo-

nent of the BEOG delivery system. These recommendations were

based . 4in broad, problemi-solving themes.for the respective com-

4 [ < & N

.ponents. What is now necessary is a consideration Sf how these

themes may relate to each other across components and how they

v
not considered, the Federal Government. )

N

¢ .
Figure 6-1 presents the general contents of this chapter.

In some cases, a theme for one cgmponent has 1itt1e\bﬁ<no effect

»
»

on other components. For fxample, certain aspects of rationaliz- .

iné’intérnal procegsor procedures, such as having the processor

scratching all tapes sent back to MDE and keypunch sites, have
minimal effect on the day-to-day realities .of processing as seen

-3

from the institutional, applicant, and Federal Government per-

- .
-

spectives. .

Assessing.the effects of those themes that %o affect other,

system components is the major pufposi of this chapter. It

should be stressed that tpis chapter focuses on how’recommenda-'

tions fér certain céﬁpon;nts chapée thé.activiLies in various

other %pméonents.‘ It does noE elab?rate upon tﬂe be?efits and

costs. of the recommenaations for other components, nor does it
. A

. repeat the earlier, analysis of the'ippacts_of a recommendation

from one component on that same component.

.
L »
*
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e L ~ . - FEDERAL
BORRECTIVE ACTON THEMES - ) [ - PROCESSORS GOVERNMENT

[APPLICAIT- AND APPLICAT 10N CONPONENT *

11, A‘I,ng“ﬂw appllcant to prove n/ood e - . 7" Beduced ;ra'lldaflon‘ load - Expanded cui'ém:y and computer Reduced back-end quallty
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v
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appllcations . = _ = -, the unknown results’ of £D Increased valldation edits due need for decislons on
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flon'u?ko Impact forecast- Idatlon . cedures, and volumes;
ing difficult organlzational changes

~.
T

e

- - T y :o
Maklng fho appllcation foru Ifself . 5 . Posslibly reduced valldation Some Increases, some decreas'z Need for regulatory
less error prone w7 load Jn correctlion and vaildation changes; otherwlse minji-
edlt burden mal

INSTITUTIONAL COMPONENT

LY

Ot:;aflng—an incentive In the BEOG Greater attentlon to Y ' Reduced computation load, Increased regulatory and
program for students to compliete program regulattons otherwise minimal Impact equity burden *
course work : .

- .

Changling administrative procedures Loss of horlzontal . Reduced computation load, Less seasonallty In dis-

to promote compllance and reduce ¢qulfy, possibly * oL ) otherwise minimal Impact bursement and reporting

delays ., meaning Increased: . procedures; loss of some
use of supplemental , tlduclary control;
appllcations; cer- K . Increased reconcllilation
taln Increased : burden; regulatory changes
responsibliities ) required’ ’

/

FIGURE 6-1

IMPACTS OF TiE .VARIOUS CORRECTIVE ACTION THEMES
-7 ON OTHER DELIVERY SYSTEM COMPONENTS
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CORRECTIVE ACTION THEMES
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APPL ICANT
AND APPLICATION

-

DELIVERY SYSTEM COMPONENT

INST I TUT IONS PROCESSORS

FEDERAL
VERNMENT

~
3. Adding new verification requirements
for critical BEOG applYaﬂon Items

Incregsed burden on
Independent students;
Increased validatlon

tions burden

Implementing cross-year
edlts; Increased correc-

Minimal Impact, except In
terms of regulatory change
and design of cross-year
edlts

‘

PROCESSORS COMPONENT

and correction burden

fe Rationalizing Internal processor
procedures

2, Improving management declision—
maklng tools ,

€
'

3. |Improving the efflclency of
- communicatlons with students

Minimal Impact except
as time,and effort are
saved by this théme

Minimal impact except
as time and effort are
saved by this theme

Minimal Impact, except
as time and effort are
saved by this theme

————————

Minimal Impact except
as time and effort are
saved by this theme

Minlmal Impact except ———————
as time and effort are
saved this theme

Minimal Impact, except ———————
as tlme and effort are
saved by this theme
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effort for specific objec-
tive setting and reorganl-
zation

Organlzational time and

effort tor specific objec-
tive setting and reorgani-
zatlon; staff fralnlt;g;
equlpmentvpurchase

Organizational time and
eof fort for_”speclf,lt; objec-
tlve setting and reorgani-
zatlon
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6.1 APPLICANT AND APPLICATION COMPONENT

The three corrective action themes for this component of the

delivery system are: g

° Asking thé applicant to prove need .

® . Imbroving the identWification and validation of 1likely

- erron€ous applications
“~

Making the application form itself less error-prone

.o
N

6.1.1  Asking the Applicant‘to Prove Need

-

The documentation requirememts for this theme lead to "a

\

greatly increased processor' burden but a lessened burden on

«

. . ) !
institutions and ' Government,: once necessary clearances are

obtained. Requiring that- the applicant not simply appear needy
- . :
but also provide verification dJdocumentation, such as a ﬁecent

¥
certification of public assistance or an IRS Form 1040, would

»

lmply greater burden on the processor component. That greater

-

burden would fall prlmarlly on :the cursory edit stage just after -

.
7

" mail receipt’ (checking "for’ whether or not .the dgcumentation is

provided), the data entry stage (making IRS or public assistance

information machine readable), and on the computer edit stage

matching applicant—supplied data and the verificdtion documenta-
tlon) If the~app11cat10n fails €ither the new cursory edits or

the computer edits, the’ processor would also need new cof%%ctlons
ﬁroce331ng and new correspondence “production capablllty and pro-

‘

cedures to obtain the proper information from the applicant. All

in all, there would be a significant new:.burden on processors.




The burden on the institutions ard Government would conceiv-
ably ‘be lessened, however, by this recommendation. The institu-

tions would find the validation of .students less time consuming

(assuming no other changes in these'piggedures) The Government

would be -able to forego, some ‘of its after-the fact control over
/
error by way of this stricter quallty control procedure on the
L)
front- end. In fact, instituting this preventive,approach would

probably cost less overall in time and money terms than‘institut—

ing equally effectlve back-end quallty ssurance, techniques such
g ,a q .

4

as valldatlon.

6.1.2 Improving the Identification and Valldatlon of Likely
Erroneous Applications ‘ N

N 7/ . \
This theme implies an‘increased burden on Federal Govern-

L4

ment, but overall impacts oh institutions and processors are hard
to forecast. Publﬁcizing OSFA validation procedures to the pub-

lic (in the same style as the IRS publicizes its audits) and

increasing OSFA responsiveness to*° institutions’ suggestions
regardlng susbected studént appllcat;ons could both help OSFA's

error-control efforts whlle hav1ng only .minimal influence on

[

other system éomponents. The Federal Government would nhecessar-

[ o ‘

ily need to devote new attentlon ?pd funds to student aid pusdl—
cations, media re}atlons,'and reglonal office organlzatlon, but
the costs of'thes efforts wouldsbe relatlvely low. 1In the end,
institutional ferror . control could\Pe faci;itated and processor .
correction ac ivities reduced. A . '

' : . 8

What makes the impact of the theme qn institutions and

-

i) M .
Government unclear are the unknown results of ED reconsideration




-

of validation. Revising “the validation criteria, volumes, and

®

procedures to reflect ED's desired point on the ‘Lorenz Curve

»

featured in Figure 3-3 could have major impacts on institutions

. and applicants, deﬁending dn how different ED's new validation

-+ o bl
.

volume criteria and procedural policies are from the old.

6.1.3 Making the Applicatién Form Itself Less Error-Prone

Moderately reduced burdens for institutions and processors

would result from this theme. Changing the official definition
of dependency status to exclude current-year éstimatesiand drop-
ping these estimates as an application item would have a minimal

but’ favorable impact on the' workloads in the current delivery

-

system. Processors' edltlng chores would be eased somewhat, as
would the burden on 1nst1tut10ns engaged in valldatlng students,
but thlS speculatlve and unverlflable item has so little impact
on the system that its loss would have no major repercussions.
Asking on the form for the names of dependents who will be
enrolled in postsecondary education and ‘following the other

‘ v
recommendations presented under this ‘Fheme would smooth the

.

application process, but their influences on other components of

N .

the system would be minimal and in the direction of easing rather
’ \

than increasing workload burdens.

of course, for each of the recommendations “the. Federal

Government ' would need to devoté efforts toward the necessary

regulatory changes.




+

6.2 INSTITUTIONAL COMPONENT

The three themes for this delivery system component are:

o Creating an incentive in the BEOG program for students-
to complete course work

e Changing administrative procedures to promote program
compliance and %educe delays

) Adding new verification’ requirements for critical BEOG
application items

6.2.1 Creating an Incentive in the BEOG Program for Students
to Complete Course Work ’

The impact of this theme would mainly put greater regulatory

and equity burdens on the Federal Government. Implementing a new

credit-requirement policy would have little impact on processors'
except in potentially reduéing' the number of applications and
awards. For students, some greater attention to program regula;*
tions would be required. For the Federal Government, there would
be some iqcrease in regulatory burden, ;n& some difficult equity
issues with whieh to contend. Ip the past, the Government has
backed away from this Kind of guggestign for precisely these two
reasons. OnAthe(regulatpry side, schools differ tremendously in
their grading and curricular formats, so Federal regulations for
‘credits must be responsive to that differentiation. ‘ On the
|
equity side, research by a number of social scientists .shows
clear and strong correlations between postsecondary achievement,
postseconﬁéry persiste;ce, and' parental income. Some iower-

income students still struggle both academically and financially

‘in college, sometimes being forced to drop out ©of school to

support families, or for the same reasons needing to take jobs

st




.~

-

(4

that may hurt their academic performance. Any new credit
reéulation must be sensiffve to the fine lines between efficient
fradd—and-apuse control, on the one hand, énd discouragémént of
the aspiratiéns of legitimately needy students, on the other.

6.2.2 - Changing Administrative Procedures to Promote Program
Compliance and Reduce Delays

-]
This theme implies less computation at the processors and

»

less seasonality in Government record-keeping and disbursements,

4 "

but a greater regulatory and reconciliation burden on the Govern--

ment and a greater need for student awareness of program details.

The broadening of 'BEOG cost' and award categories would poten-
tially lessen the complexities and time involved in Student‘Elig-
ibility Index ca}éulations at the processors and the disbursement
and ?eporting_érocedqres within the Federal Government, just as
it would ease payment aqd adjustment procedures at institutions.
Studentsg would need to be aware of a poté;tial loss in horizon-
tal equity . (equal treatment of equals) since differencgs in
family financial status and actual college costs wpuld be yashed
out in faéory of a few fixed categories of awards and costs.
Supplemental Application volume might increase a bit_as students
realize this. But that ioss in equity only occurs if.we can
assﬁme current eligibiliéy~fbrmulas are more accurate than the
broad categories this proposal advocates. That is a debatable

issue, in our opinion.

The idea Of a mid-year validation roster would h?ve little

effect on students, processors, or the Government, except in’




promoting better and less seasonal OSFA record-keeping for dedi-~

sion-making and disbursement purposes. The institutional burdens

would of course be increased.

>

Allowing quicker effective (if not official) SER corrections$
and greater PFAO discretion for awards disbursal would require

student approval and Government regulatory changes, as well as

increasing institutional workloads, responsibilities, and .liabil-
[N ° ¢

ities. For students, a new degree of personal responsibility and

<

’ high level of " trust of the aid officer might be %equired. For

Government, the loss of a degree of fiduciary control over BEOG

E

funds flows and increased reconcilation burdens would be prices
to be paid. ‘The benefits in award timeliness and aid officer
counseling of'students would probably overcome these costs, how-

toe
ever. Impacts:on the central processor would be minimal.
o ' ce *

6.2.3 Addfng New Verification Requirements for Critical BEOG

—

o ~ -Application Items

This theme implies major increases in the burden on indepen-

-dent students and on processors and some increased burden on the

Federal Goverhment. Implementing cross-year edits would pose a

.éizeablé new burden on processors in matching‘application data
across years; " Should there be problems in a student's dependency
statﬁs, new,co}rectiéns and correspondence procedures would need
to be develoéed. The ébvernment component Qould ‘bé little
éffécted byhﬁhis recommendation,’except as validatioﬂ reéulations
migﬁt be maéginally cﬁanged. + The institutional burden would

incréase, as would the burden on independent students needing to

locate their parenté' IRS 1040s.




The number of SERs sent back to the. central processor forA
corrections and the burden on institutional validation efforts
could be iﬂcreased by validating household size and the number in

.college, but so could the-level of SER accuracy and the precision

of reporting for OSFA:« ) » .

6.3 PROCESSORS COMPONENT

»

The three themes identified for problem solution in the
_processor area are: ‘
% ° ~Rationalizing internal processor proc%igiii/

o Improving management decision-making tools ‘

e '~ Improving the é€fficiency of management communications
~with students |

. 6.3.1 Rationalizing Internal Processor Procedures

The recommendations under this theme imply significént new

burdens on Government and favorable but minimal impacts-on other ‘

system components. Serializind BEOG applications at the mail

receipt stagé and increasing data-transfer security at processors
would have little impact on the actiéitieg of other system ‘actors
only in eliminating e very rare cases of a éqmplete 1034 of a
student's appligation data or a violation of privacy rights. The

need - for more precise specification of QC requirements in the

~ ..

central processing contract will, however, require careful OSFA

) &

attention and interdepartmental coeoperation. _Likewise, the

recommendation that OSFA monitor more intensively on-site at SDC

would require careful OSFA attention to divisions of responsibil-

A4

ity and authority at the processor. Finally, the rationalization

- ’ }




]

of MDE pre-edits would require careful OSFA deliberation and

increased regulatory conftrol capability. Otherwise, these
aspects of the internal processor rationali‘zation theme would
have few impaéts ée other system components, and to the exﬂtent
stud.ents and institutions wpuld be affected, the result would be
marginally decreased work activities.

6.3.2 Improving Management Decision-making Tools

-

As for the theme just presented the recommendations under

this theme significantly increase the burden on the Federal

Government and the proce$sor, but not on the student or the

institution whose time and effort would be somewhat reduced. ED

I

'wi;fl. need to systematically addresd the strengths and weaknesses

<

of the reports it receives from the processor, both in terms of

format and'content, .and also wilfl need to go through substantial

initial effort for establishing greatly improved in-house

analytic capability. ﬁ’ .
6.3.3 Improving the Efficiency of Communications with Stu-
dents -,

As in the two preceding processor themes, the major burden

of this processor corrective action theme falls on the Federal

-

Government. It will need to systematically -address processor

repgis;ng to ED on correspondence activities, the views of stu-
. M A .
. . .

dents regarding | BEOG processing, and the edfts and validation
criteria for fraud and abuse. Ideally, these OSFA, efforts would
ease the,'worklo;;d burdens on both students and institutions,

while simultaneously imbroving the control of fraud and abuse.

- f .

~
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°

To achieve these goals, highly coordinated and

consuming OSFA efforts will be needed.
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CHAPTER 7 \ -
DECISION MODELS AND ALTERNATIVES FOR STRUC%URAL J?f.
REDESIGN OF THE STUDENT AID DELIVERY SYSTEM
/ .
This chapter has two components. The first, covered in

Section 7.1, addresses ghe ideal approach for restructuring stu-

. -

dent aid delivexy. ~ The'gecond, covered in Sections 7.2 through
7.4, follows a more indireét tack, pregenting our preliminary .
thinking on how the different compo;ents of Federal st;dent aid
delivéry'might be radically gltered to meet cértain OSFA obijec-

tives. The chapter considers the ‘entire range of OSFA student

-

! /
aid programs, not the Basic Grant program alone, since undertak- -

ing radical change of the BEOG program alone, without assuming
. N ‘ .
parallel radicgl effects on other aid:programs, would be clearly

o f [
IR . . ~ o~

_“;Qhortsighbed.(1r' .

y - -

b ; M ~ - 2 -
¢ . . .
5 é§7.1 A MODEL ¥OR GENERATING, COMPARING, AND EVALUATING STRUCTURAL
a~ CHANGES IN STUDENT AID DELIVERY -
= . :
7 L 4

"

+ The order in which questions have been ,raised thus far in
this study is incgany regards. the opposite of the order in which

kpoliqy decisions are 1likely to ge 'gade concerniﬁg .long term,

e éhrugtural chqngeslin student aid delivery. Whéfedsuthis study
moves frdm coésiderapion‘of specific errors through igentiﬁica-

i tion of coérective#actions, and ultimatély to an evaluation of .

the inevitable residual ‘error and the nee®- for major system

4 -

, changes,fpolicymaking’is apt to follow a different course begin-
ning with the broad policy questions and préqeeding to the iden=

tification of an ideal class of systems, theoparameters of whjich,

o . . » v

EN

b4 - . > - .
7-1 : :
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would be set by program managers on a continuixg basisin the

field., Policymakers are thus likely to be less dnterested in

<

specififc errors and their minimization and more interested in the

questions of whether there is agreement on program intent,

whether that intent is accuratel} reflected in program structure,
and whether errors are controlled sufficiently well® so as not to
1Y

interfere with the achievement of program’ objectives.
) . -+

4

In the strictest sense, qggstio abodt~program intent and
its achievemenp are more properly the subject of an evaluation
study ratﬁer than a quality cog}rdl study. Notwiyhstandiﬁg this
fact, there are two ressons why such questions must be addresséé~
in thié e%fortn First, in order to evaluate the_imbortance of

L)

specific errors, the appropriateness of "mechanical” corrective:

-

actions, and the acceptability of residual error, one must refer-

-4
in which program managers
} L d

ence what is believed to be the\iiifose of the program.l One

: ; ,
can imagine, for example, a situat

\

seek to minimize a relatively unimportant error in an inappropri-
A . .

ate costly manner with large undesirable effects. While in most

cases extremely ill-advised.corrective actions will be rejected

out of hand, there are-.a number of instances where the marginal
s . -
reduction or elimination of error inevitably requires actions

[

that. alter the shgpe and intent of the program. Second, to the

o

\
lcosts and bénefits for a given action cannot be tallied inde-
pendently of program intent since each action implies nongquanti-
fiable costs and benefits that policymakers must somehow rank

, ptior to a policy decision. For example, does an extra hour of

student time imply a cost that is smaller than, greater thand&or
the same as an extra hour of an aid officer's time? ‘

*

¢ 7:2

-
&
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extent one considers major structural changes in program deliv-
. 7

ery, the probability that program intent will be altered is so

. great that it must be dealt with explicitly.
Thus there are points in both approaches to the questions--

[}

the more familiar deductive approach of the policymaker vs. the
1nduct1ve approach of this study--at which program intent becomes

a central issue. Indeed, to the exfeht that specifying and con-

,

b ’

trolllng for program intent is a fe ure igpeach approach, . they
become equlvalent. Phat is, the prodess-by‘which one would dis-
cover the best deliveryf:system proceeding deductively from a
knowledge of program. intent is reversible in that an inductive
‘analys;s of current program error and an identification of appro-

LI <

prlate corrective actions in- light of program intent will lead to

4

the ‘ame conclusions.. ,

7.1.1 Defining Prograim  Intent

. While it is d;fficult ta} define precisely what is meant by

.program intent, it is possible to construct a framework that

2 ‘e |,

ordganizes and ranké con31dératlons and program characterlstlcs.

‘
t ‘ -

Thus, one'sg attitude about,the intent of the student aid programs’
might be described by a vector of\weighted responses to several
questions about the importance of various program features and
szects. Consider, for example, Figure 7-1. This- simple table
lists various program attributes and presents two hypothetical
sets of weights that sum to 100.

While the hypothetical specifications oversimplify the

issue, one -can imagine the differences in system design that

- -




@ :
’1
‘ '
A B-
Educational Effects (Behavioral Effects). 30 15
Simplicity (Number of Forms, Data Elements, etc.) 30 5
Equity (Sensitivity to Student/Family Differences) 5 45
Integrity (Minimum Fraud, Abuse) 10 5
Governance Neutrality (States Rights, Institu-
tional Autonomy) 5 25
h]
’ .
Cost of Delivery (Share of Appropriation) 20 -5
100 100
{ p
|
7/
FIGURE 7-1

TWO HYPOTHETICAL SPECIFICATIONS OF PROGRAM INTENT



might result from the two distribstions ,of weights. Systems that
correspond to the A weights could in general have much more
streamlined lower-cost delivery systems than systems correspond-
ing td%the B weights. For example, formé in A would be shorter
due to ;ess need for attention to thevpeculiarities of individual
family financgg or. to the -situatiqns in specific states or

.

institutions. . :

This brief example suggests that a systematic approach to
uncovering underlying differences ”ih program intent has major
implicatioés‘for identifying the best way to deliver student aid.
A complete, systematic definition og.program intent would require
identifying a ég}ly developed scheﬁ%jthat could accuratelyvcharj
acterizeg}and"hi mold) policymakers' attitudes toward program
" features. Indeed, there are techniques that can be used with
sgcﬁ a schgmé to build a consensus among‘poiicymakers and thus
determine that charactegization of program intent upon which

sysiem modification and design should proceed.

7.1.2 Relating Program Intent to Necessary System Components

In order to translate a given cha}acferization of program
intent into tﬁe class of systems _that best £ulfill that intent;'
it is ﬁecessary to relate levels of the weight associateﬁ,with
each featdrewto differences in necessary system conditions (com-
ponents). Fér example, a weight of 45 givgh to equity in the ex-
ample above' may translate into a rather long application form

- |
with a large number oﬁégaga elements. If the level of weight for

each characteristic can be .agssociated continuously to the number

4




and complexity of system components, then for any characteriza-
tion of program intent (described by a particular set of weights)

-

one can comprghrensively describe in a general way the components
By
that make up ¥he inevitable system design.
In the example depicted in Figure'7—1, oné might utilize a

given set of rﬁles that relate the level of a weight to the num-

ber and complexity of system components, resulting in the follow-

ing system differences: ™
A v B
Edits ] ' few Many
‘ Need Analysis Model Simple Complex
Validation Simple Complex
Corrections Minimal Significant
Reconciliation Minimal Significant
FIGURE 7-2 . Q

SYSTEM DIFFERENCES UNDER TWO SPECIFICATIONS
* OF PROGRAM INTENT -

’
v

The set 9f rules or algorithms that relate level of yéight to
necessdry system components are oglﬁrime importance. They should
be developed individually with an eye toward buildiné a model
that, to the extent possible, continuously relates program intent
to system. design. .ghe resuditing model should be reversible in

that a particular system described by its components should be

. »
'

o - ot -



traceable to the set(s) of weights (program intent) with which it

is consistent. - ‘ o,

7.1.3 Applications of the Model to QC Issues: Generating,
Comparing,- and Evaluating Alternative. Systems and Sys-
tem Components

There are sevéral ways that such a model relates to quality
control issues: ' i . .

) First, it can be used to identify and measuré .program
intent as represented by the structure of the d Llivery
system and thus help ‘to evaluate the importgise of
error, the appropriatenesd of corrective actions, and
the gravity of residual error. .

e It also can be used as a way of showing how intent and
error have .changed over the nistory of the progtam.

® It can faCilitate distinguishing among corrective
actions ad to their effects on program intent.

‘® It can be used to identify alternative systems (compon-
) ents) that appear to change intent in small and/or
desirable ways. .

-

.
-~

e It can be used in reverse, as ;an aid in measuring the
differential incidence of substituting a new system
(component) for the current one. ‘- .

» - '

) * It can be used to generate classes of systems that cor-
respond to significantly different characterizations of
program intent. . .

) It can be used to build consensus on a manageably small
numbér of system (component) modifications, thereby
facilitating breakthroughs. .

e It can be used to set standards of performance in an
ongoing.QC System.

7.1.4 + The Components of the Model ‘ ,

The model would consist of six comBOnents: . -
e A framework for defining intent by distributing weights
across program features »
- -~ This should be a/two-$s rocess whereby one would

allocate, say, B0 points tb equity and then within

| g . .
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' " that ‘classification distribute the 30 points -over
aspects of equity that had significantly different
.o system (component) implications. . . ‘e
. y N
. A set of rules that related the number and complexity
‘of system components to the level of  importance
attached to each program feature _ "
3
) A set of rules for aggregating vectdrs off system com-
ponents across features to pxoduce the final system,
includiqg’a capacity to ideggigy and resolve mutually
contradictory system components . '

—

“

° A capacity to compare two or more specifications of
program intent and their implications for system design

i
3

° A capacity to identify the set(s) of wéights consistent
with a given program structure

) An interactive capacity to facilitate consensus build-

ing .
7.1.5 Potential Configurations of System Components: hat//)
Althouéh'the above discussion »suggests'strongly t one

does not begin system redesign until some, basic policy considera-

t;ﬁns are specified (e.g., the relative importance of simplicity
- .

-

begin as early|as poséible to highiight thé\jifferent shapes-é

new delivery system might take. In that ﬁight,iwe outline in the

. - 3
next three sections some preliminary ideas for changes in the ap-

.

plicatioen, institutional, and processor components.' We do not

s
’ b

atﬁempt to put these component parts together intag a' whole sys-
tem. Instead, we focus on elaborating some of the options poten-

tially confronting policymakers in_ the components. Their accept-

ance by OSFA and their'combination into an integfated system will-

depend first on feasipility and cost-benefit analysis and second

on their impacts on the objectives of the program.

+

~/ . -
7-8 131

-anfl aid officer autonémy), it is iAstructive for policymaking to




7.2 THE APPLICATION b:

7.2.1 The Problems .

In Chapter 3 we stressed the high degree of error 4in “the

current application process and identified five major factors we
' i .
fElE to be responsible:

~

-
T

) The ability of an applicant: to distort his or her
financial data (intentionally or otherwise) and not get
checked by the system

s

L 2

The previsions for using estimated data .-

The imprecision with which certain data are defined
" 'The inappropriateness of part}cular time frames

The apparent lack of follow-up by the Department of
Education on suspected erroneous applications

. To eliminate these problems, we proposed recommendations -

.

revolving around three thémes:
.. Asking the applicant to prove need

° Improving the identification and validatioh of likely
erroneous applications

° Making the" application form itself 1less error-pfone

The recommendations of Chaptér 3 were constrained by thef

;assﬁmption that the current ngeds_analysis system would continue
to exist. In this chaptér we\relax this constraint and. give
examples of three alternative application procedures:

e  The "micro" application procedure .

(e The short form/long form application procedure

' The dual needs analysis procedure

>




¢

Further research into these examples and other procedures to
8 .
simplify the delivery of student aid will be conducted in Stage
Two of this project.

7.2.2 The "Micro" Application Procedure

Objectives Enhanced

® Efficiency

° Verifiable data ‘
° Cost effectiveness ,

° Singie need§ analysis

e  sSimplicity

Objective Lessened

o Family contribution precision

Procedure

The needé analysis application would contain only hard, ver-

ifiable data and be accompanied with validating documents. One

t

example of such ar” application is shown in Figure 7-3. Clearly,

this procedure could be applied to any subset Qf the existing
data items. This subset was chosen because the data can be

readily verified and appear to generally describe family £finan-

cial status.

R 3

We emphasize that this example is: the most extreme approach
| .

to controlling error through form simplification. Other, less
|

-

extreme, approaches "td reducing the number of data items tould be

structured in a similar fashion. For example, total family

tncome would be a better measure of family-wealth than adjusted

gross income. However, the former would reguire more extensive

" 7-10
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2.

1980-81 b

APPPICATION FORM FOR FEDERAL FINANCIAL ASSJSTANCE

1
A 4

Student's Name
. Last First § MI

P 3

- Student's Permanent
Mailing Address Number and Street / Apt.

<
City State Zipcode
Student's Social Security Number .

/ |

Was the Student Claimed as an Exemption on His/Her Parents'
U.S. Income Tax Return for 1979 (Form 1040, line 7 or 10404,
line 6)?

YES ~NO DID NOT FILE

Did the Family (Student) Receive Public Assistance Payments
in 19792 (If "yes", you have completed this form)
Yes No

1979 Adjusted Gross Income (Form 1040, line 31 or 1040A line
11): §

1979 Total Number of Exemptions Claimed (Form 1040, line 7,
or 1040A line 6):

&

*If you checked "yes" to®question 4, questions 6 and 7 refeér to
the parents' tax return. "~ If you checked "no" to question 4,
questions 6 and 7 refer to the student's tax return.

=
FIGURE 7-3 I
SAMPLE "MICRO" APPLICATION FORM -~
%
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validation than the latter to achieve the same control of data
L Ry
integrity.
In this example, applicants would submit:

e The application

) Either an IRS 1040 (1040A) or a certification of public
> assisgtance N '

]

It i; conceivable that in the future an applicant would
submit'no form. A checkoff box on the applicant's tax retukn
would automatically trigger an application.

Applicants on public assistance would réceive an expected
family contribution of zero and be eligible for maximum awards.
If the applicant were not on public assistance, then three items
from the IRS 1040 (1040A) -would be uded in determining "need":

™ Adjusted Gfoss Incéme [AGI]

° Number of exemptions

° Wﬁether or not the applicant waa\:;éimed as an exemp-

tion

The determination of "need" can be perfd?mqilby assignment
of an E}pected Family Contribution [EFC] and/or assignment of a
BEOG award level. That is, for each.cell defined by AGI, number
of exemptions, and depenéency status, we could assign an EFC and
a BEOG award. The aanntage of assigning a BEOG award directly
is that the applicant could, at the time of application, easily
determine his or her grant. If, in addition, an EFC were

assigned, the financial aid administrator could then package

other forms of aid on the basis of Expected Family Contribution.

=
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The selection of appropriate EFCs and awards for each cell
can be achieved by one of two methods: formula calculation or
subjective assessment, Either approach could be calibrated for
budgetary constraints. The formﬁla calculation approadh'would
have Efc as a function of AGI, number of exemptions, and family
size much as‘ip is now.. The difference between what is proposed
and what 1is cugrently in place is the use of far fewer items in
the formula and, hence less discrimination _of need among the
applicants. Awards could be determined from EFC as they are now.

A'subjective assessment of BEOG award amounts would be a
radical shift from current procedures. One could start this
assessment by assigning-aQards equal.té the aQ;rage award by cell
from a prior year. For éxample, if in the prior yéar dependent
applicants from a family of 4 with AGIs between' $6,000 and
$12,000 had an average award of $1,000, this same award size
could be used as a starting point for the next year. Adjustments
could be made for inflation (e.g., increase the AGI figu;gg‘that
define the bounds of each cell), cost of college {e.g., limit
awards to an allowable ‘percentage of cost), and enrollment sta-
tus. If the resulting awards seemed "reasonable," one could then
estimate the program cost and, if necessary, adj#st the award
categories individually and subjectively éd maintain a proposed
budget. If the resulting awards appeared "unreasonable," then
individual award categories could again be adjusted as dé:ired.

An example of. a payment schedule is shown in Figure 7-4. A simi-

lar table shell could be\Eonstructed for EFC.

f .
|
!
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-AWARD SCHEDULE FOR APPLICANTS CHECKING
"YES" TO QUESTION 4
Response to Question 7

Response to Question 6 2 3. 4 5 6 7 or

; more

Less than $6,000 . $1,750 $1,750 $1,750 $1,750 $1,750 $1,750
$ 6,000 - $ 7,999 ' 1,540 1,650 1,750 1,750 1,750 ,1,750
$ 8,000 - $ 9,999 1,330 1,440 1,610 1,750 1,750 1,750
$10,000 - $11,999 1,120 1,230 1,400 1,550 1,670 ~ 1,750
$12,000 - $13,999 910 1,070 1,190 1,340 1,460 1,580
$14,000 - $15,999 & 700 810 980 1,130 1,250 1,370
$16,000 - $17,999 ) 490 6Q0 | 770 920 1,040 1,160
$18,000 - $19,999 280 390 560 710 } 830 950
$20,000 - $21,999 0 180 350 500 , 620 740
$22,000 - $23,999 0 0 0 290 3410 530
$24,000 - $25,999 0 0 0 0 200 *320
$26,000 or more . 0 0 0 0 0 0
Notes: (1) 1In no case will your award exceed one-half the cost

of attendance at your school.

(2) Students enrolled three-quarter and half time will
have their awards reduced accordingly.

(3) Award = $1,750 - .105(AGI - Family Size Offset),

where cell values are based on the lowest income in the
income range.

FIGURE 7-4 . v

SAMPLE P}{MENT SCHEDULE FOR DEPENDENT STUDENTS

»

a
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Assumptions

N

o Single need analysis is an acceptable basis of the

system.
P ©

' Use only data that are easily verifiable at the time of

application. -
) .

L) These minimal data elements will give sufficient dis-

: crimination of "wealth" of applicant to. satisfy ED and
1nst1tut10ns. ¢

® Post-award validation through such tactics as an IRS

data match could be used to monitor the quality of the
application data. ) /

* . A

Benefits e
’ ° Data verificg¥ion at time' of applicatidn, no need for
validation )

L
i
° Extremely simple for applican{g\\'

v

) ° Very rapid processing ) \‘ -
° Elimination of nonintentional error
o Applicant look-up of expected'family contribution and

award from a table

.

‘Disadvantages

N

o Possibly insufficient discrimination of "wealth" of
applicant to satisfy ED and institutions -

. ~
o Failure to take into account special or unusual-7
applicant expenses or sources of income. ‘

7.2.3 The Short Form/Long Form Application Procedure

Objectives Enhanced

o Efficiency .
° Cost effectivepess , /
. 7/ Iy
Objective Lessened
° Simplicity
. ® &9
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Procedure

The applicant would be given the option of using a "micro"
form (see Section 7.2.2) or a standard needs analysié form depen-
ding upon which he or she felt would more closely reflect his or
her %inancial situation. This is analagous to allowing taxpayers
to either itemize deductions or takg a standard deduction depen-

ding upon which method was most advantageous to the filer.

Assumptions
o "Micro" form may disqualify some needy applicants
o “Micro" form will be used by many of the applican‘%
Benefits
e  Benefits listed for micro form above
) ) Allowance for individuals with unusual expénses to have
them yﬁﬁfn into account
. e
Disadvantages .
> . e . 1
) Long-form applications being as error prone as they are
4 today
° Confusing to some applicants
e ' For those who file "micro" form, possibly insufficient
discrimination of “wealth" to satisfy ED and
institutions : - .
° Dual needs analysis systems '
7.2.4 The-Dual Needs Analysis Procedure . ‘

' Objectives Enhanced . _

° Effiddency -
Ze
° Cogt effectiveness ,
1 ! - . -~
o Preserving FAO autonomy '
GRhg

hY
2
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Objective Lessened . :

' Simplicity
Procedure . - .

The applicant would file the "micro" form for Basic Grants
(see Section 7.2.2) and campus aid officers would have the option
of using th;t information for awarding other aid or relying on a
standard needs analysis form for other financial aSSistance.
This would permit the benefits of the "micro" form—tUJbe appli-

.

cable to Basic Grants but would permit more discriminating dig-

tribution of other assistance through the use of a more precise.

measure of need generated by the, standard.needs analysis form.

. This idea has attracted .some recent attention within ED
because of its straightforward approach to controllingierror and
preserving the discretion of FAOs in awarding aid. In many ways,
the idea is a compromise between the radical approach of a micro-

only Federal application process and the current dual system with
two long forms meeting distinct. delivery system needs. As with
any approach to structural redesign, one can raise a number of

significant, concrete questions about impie;éhtation:

) What will be the effects on level and distribution of
. funds?
' What method will be used for determining the payment
schedule? |

° Will the long form be kept in the short terni?

° Will there be a longer Federal formula available for
Campus-based aid? !

S

.
wan
W
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What is the schedule for implementation?

What are the methods and costs of appropriately modi-

fying the BEOG processor contract?
Will BEOG data still be validated and how?
What is Quality Control under .such &SYStem?

Is a single form for all Federal need-based aid still a
long~-term goal?

 How will processor verification of IRS, welfare, and
family size data work? R

Are data matches for IRS a permissible option for’

applicants?

What will be the effects on the internal organization
of ED fvalidation branck, policy pranch, etc.)?
Will added flexibility cgme to Campusdbased aid awards,
to allow for special ‘circumstances?

What is ED's objective function in structural change?
What happens to the MDE system, which does not verify
income or welfare data at entry for BEOG (i.e., Will
all students have to send an application to BEOG cen-
tral processor, or do MDEs start collecting IRS and
welfare forms)? ¢

If Campus-based awards are to be validated, how is the
system going to handle the fact that some students will
have only BEOG short-formula data, some will have onl
ACT or CSS data, and some might even have Federal long
formula data? :

What is. the ©best approach for ,getting the idea
accepted?

% -
How does the idea relate to the mechanical corrective
action recommengations in earlier chapters?
How does the idea relate to "networking" proposals for
Federal aid processing? (See section 7.4.3.)

-
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These issues form'{the basis of the eventual ED dec1s1on\on
- t e
¢
adopting such a system. The assumptions, benefits, and disadvan;i//

tages that would accompany an eventual adoption of the dual sys-
- o

tem are summarized below. ) .
Assumptions
° Financial assistance other than Basic Grants can_ be

used to fine-tune the aid package.

Y L) The minimal data elements on the "micro" form will give
sufficient discrimination of "wealth" for Basic Grant
purposes.

Benefits
> ~
° Same benefits listed for "micro" application‘ﬁrocedures’
above
° Other a1d allotted to make up for Snortcomlngs in Basic

Grant needs analysis v

Disadvantages M
. ® Long-form applications being as error prone as they are
today t
® Each applicant being assigned an explicit or implicit
¢ . expected family contribution for Basic Grants that may

not be the.same as the EFC for other aid

w J
7.3 BEOG AWARD CALCULATION, DISBURSEMENT, AND RECONCILIATION
PROCESS

7.3.1 The Problems . * ' ‘

In Chapter 4 we discussed several problems related to the

role institutions play in the BEQOG process. 7The problems identi-

.

fied were: i @

e
%,
wir

N e The substantial amount of change in enrollment status
*~ among®BEOG recipients
® The discrepancies between actual dlsbursement made and
expected disbursements calculated using SER cost of
attendance and current enrollment data




> ' o

.. ® The burden on institutions of having to collect and
sign three copies af every SER
. 2
] ® The cumbersome and slow SER corrections process
® Student switch from dependent to independent status in

consecutlve years without hav1ng to shOW‘proof of this

new status

-

To eliminate or at least ease’ these problems,

|

>

we' proposed

Lo
recommendations revolving around three themes:
o Créating an incentive in the BEOG program for students
to complete course work ‘

s ° Changing administrative procedures to proﬁote program
compliance and ‘reduce delays .
° Adding new verification requirements for critical BEOG

application-items .

4

This section of Chapter 7 focuses on major redesign of com-
ponents or steps _within the BEOG delivery cycle that involve stu-
<Agk corrections to SERs,

dent submission o SERs to institutions,

award " calcutations,

disbursement, Federal

allocation of BEOG

. - funds to institutionsf‘and institu%ional—OSFA reportiﬁé activi-

ties. In short, redesign concepts presented here relate to the

midsection of the BEOG delivery cycle or that segment which takes

. . C . .
[4

{ the student from eligibility notification to recejpt of BEOG dis-

bursements.

.

v

L4

>
1
v

The overall redesign goals for this part of tﬁg system are:

bl +
° Accurate calculation of awards ' .
° Timely disburﬁgment to students
' Improved‘;se of the SER
o Closer trackihg of instituﬂgoﬂal BEOG éexpenditures
° Current, more accurate data for program projections

C ] 7-20
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The system réaesign ideas presented here are targeted for
" * use by the full range of institutions currently participating in

‘the Basic Grant program, with totally manual to fully automated

ﬁoperating systems. Principal features of the redesign are the
. fo}lowing: ) ) . :
; ., @ Redesign of the SER incorporating a machine readable
attachmént
A New procedures for institutional use of the SQR
; ° Development of: ; central BEOG gisbursement center
referred to as the BEOG Central Comptroller [BCC] in
: this report
7.3.2 * Redesign of the SER n
Py Objectives Enhanced
) Easier hanﬁling facilitating corxection of”&ék data
! ) All students verifying accuracy of SER data by signa-
ture
) No carbon needed
Objective Lessened: - .
’ ) Fewer corrections necessary to SERs
Procedure ;

The SER is a two-copy form containing all applicant data

> _with an attached optical scanner card [0SC] which contains:

e Student identifier data

o The SEI

) Spaces for institutions to enter Cost of Attendance
[COA] code and first-term enrollment status date Of
enrollment

-

The two-copy SER form lists applicant data in a column with

LS

an adjacent column of blanks for corrections. An example 1is
-~ % f'
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1981-82 BEOG STUDENT ELIGIBILITY REPORT
)

1. COMMENTS - IMPORTANT 2. CHECK ACCURACY OF-ALL INFORMATION .
PLEASE READ BELOW AND MAKE ANY CHANGES NEEDED
/ -

INFORMATION TO CHECK CORRECTIONS

A. STUDENT INFORMATION

B. STUDENT'S STATUS

C. HOUSEHOLD INFORMATION

CERTIFICATION--ALL STUDENTS

MUST SIGN

All the information on this

Student Eligibility Report D. INCOME AND EXPENSE
is true and complete to the INFORMATION

best of my knowledge, If
asked, I agree to give proof
that this information is
correct. I undergtand that
this proof may include a E. ASSET INFORMATION
copy of my U.S. or State
income tax return. 8

F. STUDENT'S EXPECTED
INCOME 1981/82°

- f : ~ 1
Student‘s«éfgnature - '
. | \
Parent's Signature (if Date
corrections made for a
dependent student)
FIGURE 7-5 .
» \ \Sv \g

PROPOSED NEW SER DESIGN




shown in Figure 7-5. The applicant is instructed in bold letters

1

.

.to check accuracy gf data and make all changes necessary. Before
submitting a’ final- SER to an institution he or she must sign the
SER certifying that all data are correct.

Upon receipt of the SER the 'student checks accuracy of data,
calculaées his or her own award, and submits one copy of the SER
and the optical scanner card to thé institution he or she has
definitely decided to attend."~ The hard copy SER serves as a
notification document which the iﬂstitution keeps on file as a
retord and for validation pdrposes. The 0SC is used as the dis-

@ .

bursement document and serves. the same purpose as Section .3 of

-~

the current SER.

Assumptions

° Community accepts simplified award calculation and
payment schedule,

° ED accepts a machine readable card instead of the hard
topy SER from institutions.

Benefits
° SER redesign promoting correction of data
° Student not having to submit SER to institution for

award calculation

.

° Student signature certifying accuracy of data

Disadvantage
® Increase in level of student‘conrections to SERs unless

changes to the BEOG application reduce initial error

Alternative '

® Students could send their SERs to the processor or, in
this case, the BCC designating the institution they
plan to attend, the BCC in turn would build a roster to
be sent to the institutions. v

.

»
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7.3.3 New Procedures for Institutions -

4 o

Objectives Enhanced

® . Efficient use of SER

° "Timeliness enhanced by central submission of SERs

, | ‘ J

_. Objective Lessened

® Institutions scheduled award calculations not shgwn on
SER Py

Procedure ]
Institutions collect SERs from students but do not return
- one copy to student and do not enter any institutional data on

the SER or OSC until enrollment. After fall enrollment institu-

tions:
° Calculate scheduled awards. ;
® Complete OSCs with:

- Cost of attendance data
- PFirst term enrollment status

- Date of enrollment }

® Compiete a one-page report to\accompany 0SCs with:

] * ~
| - 'Institutional data currently asked for on the 10/31
, Progress Report

4

Breakdown of COA budgets used

k

Number of OSCs submitted with report
- Financial Aid Officer and Fiscal Officer signature

® Submit OSCs and one-page report to the BEOG Central
Comptrollér soon after enrollment or by September 30;
maintain SER hard copies on file.

[

-

Assumptions

R ° ED will be satisfied with one FAO and fiscal officer
signature in place of the FAO signature on’ every SER.

l
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Cost of attendance and enrollment data are all ED needs
to calculate scheduled awards and expected
disbursements.

Benefits

e Easier, more uniform handling of SER by institutions

L

) Elimination of FAO signature requirement on every SER

° Institutions allowed to enter less dati on SER

Disadvantages .

® Institutions still having to collect and enter data on
SERs

Paper transfers by mail still being a part of the sys-
tem for institutions not equipped for tape exchange

7.3.4 BEOG Central Comptroller

Objectives Enhanced

® Greater ED congfbl‘
o Faster tracking of institutional transactions
o Faster follow-up of errors

Objective Lessened
A

° 'Reduction of paper work for ED and for institutions

Procedure
The BEOG Central Comptroller would hold responsibility for

central processing of the SER (ngt the application) and scheduled

award calculations. In addition it would:

° Maintain the BEOG Universe File

) Closely monitor BEOG disbursements and ,expenditures

3

Assume current PIMS functions

Release and eontrol funds to institutions




e

Upon fall
)

r

receipt of 0SCs from institutions, the BCC would:
Run 0SCs through a computer.

Produce automatically a first disbursement roster to be
sent to institutions with:

Student name, Social Security Number, and SEI

Calculated first-term disbursement

COA code

- Spaces for institution entry of corrections

Electronically transmit updated authorization ceiling
to DFAFS. | o

Check that the OSC submitted is the latest "valid" 0OSC
for each student and alert institutions via the roster
if not. v

Run & continuous system-wide ‘check to catch duplicate
0SCs and duplicate Social Security Numbers.

Send recbnciliatiqn rosters to institutions within two
to three weeks of OSC submission.

- In turn, institutions would:

Complete rosters with:

- Actual first-term enrollment status for each student
(either checks correctness of printed data or enters
changes)

- Actuai first disbursement for bach student

N,

- Overpaiment and repayment data (optional) .

- Changes to COA codes

- Expected second-term enrollment status

Have both FAO and Fiscal Officei sign roster.

Return roster to BCC within one month,

Include new OSCs received since first report.

|




Upon return of the rostérs by institutions, the BCC would:

™ Edit dnd reconcile award/disbursement data. ]
L

) Maintain accounting trail and fund control.

°® Electronically transmit new authorization ceilings to
DFAFS.

°® Produce a second disbursement roster to be sent to
institutions.

) Match institutional drawdown of funds against reported
actual disbursements and follow up major discrepancies.

| Assumptions
-
g ED wants greater conﬁfdﬂ over BEOG disbursements.
{ g More accurate and current disbursement data will lead
to Dbetter forecasting of expenditures and funding
needs. .
Benefits
) Timely institutional checking of enrollment status
? ) Speeded up institutional self-corrections and repay-
| ments to the BEOG account R

g Up-to-date BEOG expenditure data for ED

g Greater quality control of award calculatlon and dis-
bursement error !

) Closer follow-up capablllty ?P institutional expendi-
tures

) Elimination - of &urrent Progress Report requirements and
the inherent elements of guesswork )

) Completely automated production of BEOG rosters through
machine readable cards; minimal or no key punching
necessary ‘

g No need for monthly applicant roster (tape “exchange

g schools could generate a tape by using the OSCs)
]

) Receipt and submission of roster by tape ‘at automated

schools -
J

N




Disadvantages . ‘ R .

e' More transfer of data by mail

" . ° More efficient paperwork’ but no real reduction

-~

7.4 PROCESSING

7.4.1 The Problems

-

In Chapters 2 and 5 wé stated our belief that processing is

. ey s R .' LAY .
not a critical 'locus of Basic Grant erdSr. We still were able
1 . : .
to identify six minor or potential problem areas where improve- 7

ments could be made:

® Delays in the receipt of an SER
° Imperfect control of production quality
. ,
. ° Duplication of effort
w , t
) Excessdive costs
° Inadequate control of applicant error, fraud, and abuse
° Inadequate repérting for management decision making

s

We propose three themes to address these problems:

o Rationaliiing internal processor procedures
/ : '
° Improving management decision making tools
* ° Improving the efficiency of communications with
students

Since this chapter is not limited to marginal’ chadges";o

~

the existing processing system, we can now approach the processor

domain from a more open, optimizing perspective. In this vein,
) ¢

we propose three alternative processing procedures:

. - ?
o ° Total centralization and integration of Federal student
T aid processing ,



o Remote entry capability for Federal student aid proces-
sing

) Combined Federal- transfer payment application proces-
sing =
[]

These procedures wouid each be new, but they are by no
means mutually exclusive or inclusive of all potentigl processing
System configurations. Instead, they may be seen as respectively
representing three critical dimensions on which processing might
change: degree of centralization and integration with other
Title IV student aid programs, extent of user data entry capa-
bility, and degree of integration with and dependence upon other
tax, need analysis, and eligibilit§ processing in the Federal
Government (e.g., processing for Food Stamps and IRS). In each
case, the alternative to present practices is presented. Betause
they represent the ;hree.dimensions, tHe approaches here aré more
prospective new components of any singlelprocessing system.than

they are new systems in and of themselves.

7.4.2 Total Centralization and Integration of Federal Stu-
dent Aid Processing

—

Objectives Enhanced
/

!

® Cost control

o Elimination of éuplication of effort

® Error control

° §erviées

) Production control

* Reporting j




()'))

Objectives Lessened

° Form simplification

° Risk avoidance

° Reliability/availability

® Privacy.

° Smooth relations with the priyate sector ) B
Procedures

The proposal would end the current dual framework of central
processing of BEOG applicatioﬁ forms and MDE-generated BEOG
application data, on ’the one hand, and private processiqg of
Campus-based aid applications, on the other. Applicants would
encounter only one applfcation form and process. That process
would produce SEIs for Basic Grants and parental contribution
estimates for guiding'FAgs in awarding Campqs—based aid. One
b;ocessor would handfe all cursory edits, data entry, machine
edits, yprocessing, . correspondence, phone queries, corrections,
paper output, process reporting, mail receipt and shipment, ai?

data storage. The Government would contract" with|a private

organization for this processing.

<

Assumptions
° Need—bésed aid is an acceptable basis of the system.
° There 1is organiﬁational support iq ED for such an
arrangement. . ,
° There is no private sector veto on the idea.
° Thére is adequate cémbatibility of processing require-

ments among the various forms of Federal aid.

L




Benefits .
o Greater OSFA control of costs, errors, production
T e ‘Less ‘duplication of effort .
) Greater service integration and better provision of
services
® Improved reporting for ﬁanagement decision making on
. Federal student aid ) . ° i
o -
~/// Disadvantages !
) _Alienating the pr%;ate sector (e.g., the service
agencies, such as ACT and CSS) .
® Loss of private sector skills, experience, and capabil-
i ities
- o Risk of over-reliance on a single system component

(reliability and availability could suffer)

) Potential loss of‘privacy for students
o More compiex forms needed to handle all needs )
) éoten;ial loss of forms compatibility ;ith the needs 5
Certain states and institutions . T
7.4.3 Remote-Entry Capability for Federal Student Aid Pro-
cessing , i
Objectives Enhanced )
° Reliability/availability ]
) e ‘ Communications ’
® . Timeliness B
® User satisfaction -
) Assurancé of entitlement
o Security




Objectives Lessened

e Cost control .
) Production control
® Risk avoidance
® Simplicity of processing configuration -
. Procedures = ' .

There are a number of ways remote-entry capability for
Federalfsfﬁdent aid could work. Recent proposals have included a
tiered "networking" system based on’ the processing needs and cap-

abilities of schools of different sizes, "credit-card" systems

for students, and regional@processing systems with mini-computers
, spread into area institutions. Each of these ideas is based in

perceptions that current processing is duplicative, time consum-
ing, impersonal to students, unresponsive to «the éki ls of aid
} officers, ané vulnerable to fraud and privacy breaches through 3
3 its outmoded reliance on paper-based processing, reporting, and

fund flows. The proposal to allow FAOs to enter students' finan-

cial data and data corrections from terminals on campus,‘to be

sent to a. _central proEessor somewhere using certain security

(e.g., Xkeyword) procedures, addresses these progleﬁs. The new,

"

with the student in such a system ideally.would work to assure

fewer application and, correction errors, guicker turnaround via

. .

electronic data transfer, and better data security. The central.

\
|
|
\
|
|

more intimate involvement of the aid officer with processing and

processor would still produce SEIs and SERs, in either electronic

’\\
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-

.

or hardcopy form (or both), but some ofithe burdens of the cor-

v

rections process would be reducegd.

Assumptions
) Aid officers are willing to cooperate.
® There is national availability of technology and tele-

processing capacity to operate §uch a system.

Benefits
) Enhanced reliability and availability of -process via
extensive input storage, input,- CPU, and output capa-
bility ,
) Smoother student-processor-institutions-Government com-
munications lines N N
N e Increased use of aid officers' skills in processing
promoting accuracy and control of fraud and abuse
® Increased use of aid offiger counseling with disadvan-
taged students for data "accuracy, thereby promoting .
entitlement !
® More timely processing, allowing institutions' earlier
packaging of awards, validation, budgeting, and
reporting
, ® Increased data security
Disadvantages .
® Greatly increased costs for user training, hardware and

software acquisition, and processing operations

o ¥ Loss of control over quality of data entry and

reporting

® Risk of resistance, sloppiness, and spot system fail-
ures in organizations over which the Federal Government
currently has no clear authority .

) Increased complexity of processing system for students,

FAOs, central processor, and Government
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7.4.4 Combined Federal Transfer Payment Application Proces-
sin

Objectives Enhanced - 3

) Cost control .
) Error controi )
° Eliminatidbn of duplication of effort across transfer
programs - -
lo Utilization of expertise in othér Federal agencies
° Control of fraud and abuse M

.

Objectives Lessened

® Sensitivity to needs of states and institutions
° ED control
’o Highgf.educaﬁion community involvement in aid
_ e Privacy
Procédures . .

‘The argument for this proposal goes as follows: If dentral-
'éééionr of all Federal student aid proceésing is good, is not
centralization of all Federal needs analysis, eligibility, and
taxation processing even better? The appiication forms and
procedures for various kinds of Federal aid (e.g., AFDC, food
stamps) ﬁave certain similarities ih the information they seek,

~
verify, process, and produce. In addition, the populations *using
these aid programs overlap. For example, a high pércentage of -
BEOG . applicants come from lower income families which also
receive some other form of Fedéral assistance. Coybining the

forms into a "Standard Federal Assistance Application" for all

transfer payments to individuals would allow 1less program

)

L



:

overlap, less applicant effort, and gréqtgf utilization of dis- .

persed Federal expertise.- In addition,! this proposal takes the
idea of 1nc1ud1ng IRS 1040s in the appllc‘atlon on% step further
by 1nclud1ng the IRS itself in the system, -a move thgt could
.decrease applicant effort and better Epntrol fraud and abuse.

Assumptions

~

-

° Need-based aid is an acceptabl% basis for BEOG awards.

® There is organizational Pupport“iﬁ ED and other agen-
cies for such an arrangement.

w0

There is no private sector veto on the idea.

-

There is adequate compatibility of processing require-
ments among Federal agencies.

® Legal clearances \can be obtained.

< ) g

Benefits

° Integration of 'Federal data-gathering programs and
expertise .

- -
® eGreater control of processing ;S;>s via centralization
l

.

° Better control of fraud and’ “gpuse via  linkages to IRS
and other agenc1es

L}

Less applicant and processor duplication of effort
across transfer programs ’

-

Disadvantages L.
7

1
"
'

Loss of citizen privacy to a bentrallzed Federal finan-
cial data base

Increased dependenty of aid programs on a system also
meeting other needs

-~
o

Decreased sensitivity to data needs of: states and
institutions

)
——

R




o

Loss of ED control over production procedures and
performance \ . '

Decreased sensitivity to special needs of postsecondary
students as compared to other Federal aid dpplicants

Potential loss of distinction hetween eligibility and
need calculations

-
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